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ABSTRACT 

Tnis study examines the recurring Congressional report 
requirements for Defense weapon systems and how that 
information is used in Congressional oversight. 

Tne study reviews the acquisition and budget processes 
and addresses the Selected Acquisition Report (SAR), the 
Unit Cost Report (UCR), and the Acquisition Strategy Report 
legislated by Congress. The study further examines the use 
of the report data by Government agencies and presents 
problems and recommended changes identified by those users. 

The researcher found that there is no other management 
reporting system available which presents information in 
the detail and form as the SAR and UCR. However, that 
documentation can be Gmproved tmrougni correccion yo welucen— 
Sistencies, streamlining and automation. [he Acquisition 
Strategy Report is a compliance report to ensure enhanced 
competition reduces cost and shows no potential expansion 


through legislation. 
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I. INTRODUCTION 


Ais GENERAL 
There is a concern within the Department of Defense 
(DoD) that Congress is increasing its role of oversight of 


Defense acquisition to the point of micromanagement. This 


concern was expressed by Defense Secretary Casper Weinberger 
in his statement at the hearings for the Fiscal Year 1986 
Authorization of Appropriations [Ref. 1:p. 33]. More and 
more reporting requirements are being imposed by Congress 
through legislation, supposedly to obtain sufficient 
data upon which to base their decisions on procurement 
matters (Ref. l:p. 33]. 

Since 1970, the number of reports and studies requested 
by Congress has gone from 36 to 458 reports, an almost 
1200 percent increase [Ref. l:p. 32]. Also, the number of 
seneral provisions enacted by Congress into law relative to 
Defense has gone from 64 to 213 provisions, or a 233 percent 
increase [Ref. l:p. 32]. All of these provisions are 
legally binding and often result in increased costs. 
Secretary Weinberger requested tnat Congress minimize tne 
burden imposed on the Defense Department by excessive 
reporting requirenents and legislative provisions. [Ref. l: 


p. 33]. 


Most of the reports addressed above are generally 
one-time feasibility studies or reports for a specific 
purpose Or Drogram. tIhese reports are submitted through the 
hearing process, Congressional inquiries or the Planning, 
Programming and Budgeting System (PPBS) process. Very few 
reports that Congress receives from the Defense Department 


relative to the acquisition of major weapon systems are of 
a recurring nature. 


Congress receives information on weapon systems procure- 
ment through the Selected Acquisition Report (required 
since 1968) [Ref. 2:p. 1-1] and the Unit Cost Report 
(required since 1982) [Ref. 3:p. 1]. With the FY86 Authori- 
zation Act, Congress will now see the Acquisition Strategy 
Report on all major weapon systems [Ref. 4:p. 345]. This 
hesearmen will focus on these recurring reports submitted to 


womewess OY DOD and their use by Congress. 


Doobie LLVES OF THE. RESEARCH 

The objectives of this research were to examine the 
recurring reports that are submitted to Congress relative 
to major weapon systems and evaluate the use of the informa- 
tion by Congress. This research reveiwed, in particular, 
the Selected Acquisition Report (SAR), the Unit Cost Report 
(UCR) and the Acquisition Strategy Report. The thesis 
examines whether these reports could be modified to reduce 


Congressional requests for one-time reports and whether 


these reports could be replaced by reports woien arewore 
efficient and effective to Congress and other agencies 


which use the information. 


C. RESEARCH QUESTION 
The primary research question was: How are major weapon 


Systems acquisition reports utilized by Congress, and how 
might these reporting requirements be accomplished more 
efficiently and effectively? 
The following subsidiary questions were addressed: 
1. What is the effect on the development, execution 
and change of major weapon systems acquisition 


because of the reporting requirements to Congress? 


2. What are the major issues and policy decisions 
surrounding the reporting requiremerts? 


3. Are the reports in fact submitted, and are they 
timely and accurate? 


4. Should the reports be enhanced or eliminated? 


D. SCOPE, LIMITATIONS, AND ASSUME eres 

The tnesis defines the various recurring reports that 
are submitted to Congress and analyzes what is done with 
the information. The thesis evaluates how the preparation 
of the reports 1S impacted by the fact that they are subdmit- 
ted to Congress (e.g., generalization, vagueness, limited 
alternatives). 

Two major weapon systems were reviewed (the F-14 and the 


T4H5TS (VTXTS) aircraft) with a focus on how the Congression- 
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al reports have been processed. Updates anGgeetamees to the 
reports were addressed as a result of program changes and 
funding saAifts. 

The thesis did not consider one-time Congressional 
reporting requirements relative to major weapon systems, 
either from Congressmen or Committees. The research was 
limited to Navy programs and reports, rather than all the 
emvices. 

It is assumed that the reader has a basic understanding 
of the Federal acquisition process, program management 
functions, DoD terminology, and the legislative and budget 


processes, 


Deen oeaRch METHODOLOGY 

The information used in this thesis was obtained by 
several methods. A search of current and past literature 
was performed from the Congressional Record, DoD Directives 
and Instructions, reports from the Secretary of Defense, 
Congressional Budget Office and General Accounting Office. 
Personal interviews were held with program managers, budget 
analysts, management analysts, military members and Congres- 
sional staffers. Literature was also obtained from the 
Navel Postgraduate School Library and the Federal Contract 


Report Service. 


F. ORGANIZATION OF THE STUDY 

This thesis is» organized into five chapters. sGnaprcer 
II describes the major weapon systems acquisition process, 
the budget process and defines the recurring report require- 
ments for the Defense Department. Chapter III presents the 
users of the report from DoD to Congress. Chapter IV 


analyzes the issues and problems associated with submission 


Of the reports. Chapter V provides conclusions and recom- 


mendations based on this research effort. 


Il. FRAMEWORK AND BACKGROUND 


A, INTRODUCTION 

The purpose of this chapter is to provide a definition 
of the major weapon systems acquisition process and show 
its relationship to the various pieces of information that 
are provided to Congress from the Defense Department. 
Included will be a discussion of the acquisition process, 
the budget process and the three significant reports 
submitted to Congress, primarily the Selected Acquisition 
Report (SAR), the Unit Cost Report (UCR) and the Acquisition 
Sl@aiucey report. Ekacli section will present the policies, 
the objectives and the process. The chapter will set the 
framework for subsequent chapters which present and analyze 


research data, 


Beene HAJOR WEAPON SYSTEMS ACQUISITION PROCESS 
It is necessary to understand the major weapon systems 

acquisition process so that the reader is aware of when and 
why information is communicated to Congress. Since Congress 
authorizes and appropriates funds for defense programs, 
GuichavesamGsnectaintemest in the acquisition process. 

They have becone more involved in the details and nave 

added constraints and objectives to individual programs 


Daioh ueeuthorizatuons sand appropriations. {Ref. l:p.. 32] 
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Acquisition policy for Executive Branch agencies is 
orescribed in Office of Management and Budget Circular 
A-109, Major System Acquisitions. The policies are designed 
to assure effectiveness and efficiency of =the process of 
acquiring major systems [Ref. 5:p. 3]. It requires agencies 
to communicate with Congress early in the system acquisition 
process by relating programs to agency mission needs through 
the budget process. Needs and program objectives are to be 
expressed in mission terms and not equipment terms. 
Alternative system design concepts, as well, are to be 
expressed in mission terms and not equipment terms and are 
to be explored to generate innovation and competition from 
industry. 

Beginning with the FY79 budget, agencies were to inform 
Congress in the normal budget process regarding agency 
missions, capabilities, deficiencies, and needs and objec- 
tives related to acquisition programs [Ref. 5:p. ll]. 

DoD Directive 5000.1, Major System Acquisition, and DoD 
Instructions 5000.2seMajor@eysten Acduisitiome: cocedures., 
provide specific policy and guidance to the Military 
Departments for major system acquisitions. Management 
responsibility is decentralized and delegated to the lowest 
level, except for decisions specifically retained Dyerne 
Secretary of Defense [Ref. 6:p. 1]. Designation of a 
certain program as a major system may be done by the Under 


Secretary of Defense for Research and Engineering (USDR&E) 
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or the Assistant Secretary of Defense (Acquisition and 
Posisticame (ASDICAGL)) at any point in the acquisition 
Dineicess Hi ReEen 72 ps 2). 

There are four distinct phases and milestones in the 
Syoeemeacgquisition process. @ihey are illustrated in 
Appendix A and also described below. 

1. Mission Need Determination (Milestone QO) 

DoD Components may identify a major system acquisi- 
tion program to the SECDEF because of an identified defici- 
enecy in an existing capability, a decision to establish a 
new capability in response to a technologically feasible 
OpmeonrlLunicry, an Opportunity to reduce DoD cost of ownership 
Or in response to a change in national defense policy. 

This need is identified by the department in the Justifica- 
tion of Major System New Start (JMSNS). This document is 
submitted with the Program Objective Memorandum (POM) as 
part of the Program, Planning and Budgeting System (PPBS) 
process. The POM process usually occurs during the month 
of May of each year. SECDEF may sanction tne JMSNS in the 
Program Decision Memorandum (PDM) which completes Milestone 
O and authorizes the Component, when funds become available, 
tomutrviate the Next acquisition phase’ [Ref. Orp. 4]. 


PruecionceD buboloration ( Promran Min iC i at i om! 





in this phase alternative concepts are solicited 
from industry. The designated Program Manager (PM) makes 


nis recommendation for those concepts which can be further 
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developed and evaluated. This recommendation is documented 
in the System Concept Paper (SCP). At this point he also 
prepares the acquisition strategy for the program. 

_ The SCP is submitted to the Joint Requirements and 
Management Board (formerly the Defense System Acquisition 
Review Council) and then forwarded, if approved, to the 


SECDEF., The authority to proceed to the next phase is 


Provided in the Secretary of Defense Decision Memorandum 
CSDIOE: 
3. Demonstration and Validation (Milestone I 
A Milestone I decision allows the system to enter 
the Demonstration and Validation phase. This phase is a 
validation of the requirement based on preliminary evalua- 
tion of concepts, costs, schedule, readiness objectives and 
affordability [Ref. 6:05 43. At Chis voinvt engameering 
development is required to bring the concept to fruition. 
Mission and performance parameters are defined and perfor- 
mance/cost tradeoffs are made [Ref. 9:p. 3-27]. The PM 
will document the results of this phase in the Decision 
Coordinating Paper/Integrated Program Summary (DCP/ISP) and 
submit the document through the JRMB to the SECDEF who 
approves this phase also using the SDDM [Ref. 8:p. 2-10]. 
4. Full Scale Engineering Development (Milestone II) 
A Milestone II decision allows the system to enter 
Full Scale Engineering Develcpment. This phase is divided 


into three subphases: engineering, prototype and pilot- 
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DeoaweClOn/ transition to production. It produces a fully 
designed, tested and documented prototype [Ref. 9:p. 

1-15]. A formal technical evaluation (TECHEVAL) and 
operational evaluation (OPEVAL) are performed in order to 
certify readiness for the production phase. The PM docu- 
ments his recommendations in an updated DCP/IPS through the 


JRMB to the SECDEF or as delegated by the Service Secretary, 
provided the thresholds established at Milestone II are met. 


5. Production and Deployment (Milestone III) 

A Milestone III decision allows the system to enter 
the Production and Deployment phase. One or more contrac- 
tors are awarded a production contract for either low-rate 
or full-rate production. The system is introduced to the 
Fleet and the system acquisition process is complete. 

Navy programs are classified by Acquisition Catego- 
ries (ACATs) which determine the level of review. A program 
is assigned an ACAT when first authorized based on its 
Ccomimaved=cOSlL, criticality and political sensitivity. A 
program may be redesignated any time thereafter. Docunenta- 
DietesuDDOrLingm@the program initiation and milestone 
decisions include appropriate ACAT recommendations. ACAT I 
requires review and approval by the SECDEF. Normally this 
designation is made when tne new start is authorized in the 
Program Decision Memorandum (PDM). 

The decision to designate any system as major may 


pe based upon (1) development risk, urgency of need, or 
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other items of interest to the SECGDERP (2) Joint aeqeueed— 
tions; (3) the estimated funding requirement (thresholds of 
$200 million in RDT&E funds or $1 billion in procurement 
funds (both in FY80 dollars); and (4) significant congres- 
Slional interest. ACAT II, III and IV designated programs 
are delegated to the Navy for approval and represent lower 
dollar thresholds and individual needs or interests. [Ref. 
9:p. 1-4] 

The major weapon systems acquisition process is 
long and complex with many decision points and many players. 
At no time in the process is information passed directly to 
Congress that identifies total acquisition cost by ve2ar 
through the life of a program. Also, at no time in the 
acquisition process are schedule or performance changes 
passed on to Congress which could infmact tovalecostscuot 


the program in out years. 


C. TDTRESBUDCEIHeERCCESs 

Understanding and adhering to the budget process 1s 
critical to those in the major weapon systems acquisition 
process. Successfully passing a milestone decision is no 
guarantee of full funding [Ref. 9:p. 3-10]. The PM must 
concern himself with the status of the budget and ensure 
tnat subdmissions are timely for the next milestone in 
the acquisition process. Otherwise, the program may be 


delayed, lose momentum and potential political favor. 
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The acquisition process operates under milestone 
@eeisions-ethne budget process runs On a tightly structured 
schedule. The Federal budget process has four main phases: 
(1) executive formulation, (2) Congressional enactment, (3) 
budget execution, and (4) audit. The first phase includes 
the planning, programming and budgeting stages of the DoD 
budget formulation. The first phase will be reviewed since 
it plays a major role in developing and defining informa- 
tion which is provided to Congress for weapon systems 
acquisition. It takes two years to complete the first two 
phases, from Planning through signing of the Appropriation 
Act. As a result, there are always three different fiscal 
budgets active in the process. [Ref. 10:p. A-3] 

Beginning with the FY79 Budget, all agencies in the 
Executive Branch present their budgets in terms of agency 
mission in consonance with the Budget and Accounting Act of 
1921, as amended by Section 601 of the Congressional Budget 
ae snpouncment Control Act of 1974 (Ref. 5:p .11lj. In 
feesame With tnat poliey and the principles of controlled 
decentralization, the mission need determination has been 
/Macorporated into the PPBS process. 

PPBS is a management decision-making tool which had its 
Oirth in the DoD under Secretary of Defense Robert McNamara 
meres 00's. [ters a Ssyawem Which assists SECDEF in 
Making allocation Of resources among competing progranis 


Momeluernatilves eG savicry specific objectives in our 


We 


national defense. PPBS can be ‘SUmMmMarized as ftollewse 

Based on the anticipated threat, a@ strategy is developed, 
Requirements of the Strategy are then estimated and programs 
are developed to package and execute the strategy. Finally, 
the costs of approved programs are budgeted in detailed 
Submissions to Congress [Ref. 9:p. A-9]. Appendix B 


illustrates the planning, programming and budgeting cycle. 


Planning, the first phase, starts with the assessment 


Of the threat and results in development of force objectives 
to meet national security policies... sb lannene. iseint teabed 
with the Joint Strategic Planning Document (JSPD) submitted 
to tne SECDEF, who issues the Defense Guidance (DG). The 
JSPD and DG provide advise to the President and the National 
security Council on military strategy required to obtain 
security objectives. [Ref. 9:p. A-10] 

The Programming phase translates strategy into program 
force structure in terms of personnel, dollarsS,and material 
by "costing -out"storce Obj J ECTIVeES hOmmihal yey coco luinic 
future. The critical document during programming is the 
Program Objective Memorandum (POM), which is prepared by 
each Service in response to DG policy from SECDEF [Ref. 9: 
p. A-llj. There is a direct interface with the acquisition 
process, since the JMSNS is submitted with the POM for tne 
Mission Need Determination (Milestone 0). 

Tne Five Year Defense Plan (FYDP) is the summary of the 


programs approved by SECDEP,. —TaeeriDP Ssenvececacmudc 
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contvnolling,  nternalmeworking mechanism of thewDoDPPBS. 
The detailed information in the FYDP is used exclusively 
Within the Executive Branch and is not provided to Congress 
Suncic it contains intopnaveonmmused Loreunternal planning. 
Congress, therefore, does not have visibility into the 
decision-making process or the aggregate funding that may be 
required tO Support =a given program [Ref. ll:p. 4).° SECDEF 
decisions resulting from the review of the POM and FYDP are 
promulgated in the Program Decision Memorandum (PDM).- As 
Stated in Part B of this chapter, PMs are authorized at this 
Potmemeomproceedswith the acquisition process, based on the 
JMSNS submittal, to the Concept Exploration phase. 

Dugie@ecing@we tie fanalOnase Of PPBS;, expresses the 
financial requirements necessary to support approved 
programs and translates these into annual funding require- 
Memes. Sihe budget is SwbmTttTed to SECDEF, hearings are held 
Hemmerhy With the soervices, Office of Management and Budget 
(CMB) and Office of the Secretary of Defense (CSD). These 
teagmneseare used to formulate the Program Budget Decision 
(PBD) issued by SECDEF, and the Budget Estimate, the final 
budget request submitted to OMB and incorporated into the 
President's Budget. [Ref. 9:p. A-14] 

The bucget is presented in two ways: (1) in terms of 
Peo vecdopRomriation, amd@a(2) in terms,of output, by 
Smotran format. Input involves expense dollars (for annuel 


operations and maintenance, military pay and some research) 
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and investment dollars (for procurement, construction and 
research). Appropriations have an obligation period, 
either single year or multiple year. Output involves 
budgeting by program. Currently, the DoD budget identifies 
ten broad areas of both mission (force related) and support. 
[Ref. 9:p. A-8] 

Because the budget is broken down into many parts, 


Congress does not have a clear picture of the aggregate 

cost of a program. For example, procurement cost of the 
Polaris Missile will be included under Program Cost l, 
Strategic Forces; however the research and development costs 
for the Missile will be assigned to Program Code 6, Research 


and Development. 


D. RECURRING REPORTING REQUIREMENTS 
1. Selected Acquisition Repor’ 

The SARS are quarterly status reports from the DoD 
to the Congress on Major acquisition programs. Ineereperce 
include each PM's best estimate of Key cost, senedule, ana 
technical information for the program. They provide a 
useful basis for comparing current estimates witn earlier 
planning, development, or production estimates (the baseline 
estimates) and explain any variances. In addition, the 
SARS are the only documents given to the Congress that 
identify acquisition costs by year through the end of the 


current prOerame "Ghe memmaeo elt 
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hicemannvalsreport submitted for the December 
quarter is typically the most informative because it 
reflects decisions to change the programs in keeping with 
the Administration's annual budget submission [Ref. ll: 
p.lJ. Current law and the DoD's reporting guidelines also 
require the December SAR to be comprehensive and include 
tone ddta Om tne technical andeoperational characteristics, 
sencaute wma lestones~sand program acquisition costs than™the 
other quarterly SARs. The other three submissions occur on 
emmemeccbDr lon basis; thatwis, when there has been at least a 
bive percent ana in total program costs or a three-month 
change in any schedule milestone. [Ref. ll:p. 1] 

The SAR was not designed by DoD to be a decision 
Geeumenc, but was Pntended to repert on the progress in 
meeting designated cost, schedule and performance targets of 
eppGoetanm, LO Tocus Management atLtention primarily on 
ehamgesmeto the plan, and toe highlight breaches of program 
Gamesmolds (e.g 0) skhe Quarterly exception reports). By 
wemuecwmne the plans andmeoals established by the Department 
and providing feedback by comparing actual witn planned 
accomplishments, the SAR is consistent with the current DoD 
philosophy of controlled decentralized management, whereby, 
the Military Departments are given the necessary authority 
and responsibility to perform effectively and are held 
aeeemmiagke for the Gesults [waef. le:p. 1). However, the 


SAR is used by other organizations, like the Congressional 


a 


Budget Office, to gain insight Wmvomvune Per aecisien— 
making process and to highlight changes from planned to 
actual results for weapon systems [Ref. 13]. 

_In 1967 the DoD instituted a reporting system to 
summarize the cost, schedule and technical information on 
its major programs. This report, then called the SAR, was 
to reflect consistent, reliable data O1nmitvem=watus of major 
defense acquisition programs. In February 1969, the 
Chairman of the Senate Armed Services Committee (SASC) 
asked the SECDEF to provide him with a periodic status 
report on major weapon systems. The Secretary decided in 
April 1969 to use the SAR to satisfy the SASC requirement. 
In 1975, the FY76 and FY7T Defense Authorization Act 
established the SAR as a legal reporting document to the 
Congress under Section 139(a) of Title 10, United States 
Code. However, the legislation did not prescribe any 
required format or contenmump net. 2:0. 

Over the 19 years of selected acquisition reporting, 
Che content of the report Nas changed numerous Times, tan - 
of which involved legislative changes. On each occasion 
these changes tried to satisfy both DoD management and 
Congressional needs. In almost all cases, these changes 
have led to adding information rather than tailoring it to 
meet the oversight needs of DoD manasement and the Congress. 
[Ref. l2:p. 1] The SAR, according to Secnatommann, wceanc 


so voluminous and uninteliieible that Tieigeeeric, Congress 
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Taeavcemamiew CCDOr LING System based on unlt costs, the Unit 
Ceostmnecpopu lhe report provides minimal information for 
those programs breaching established unit cost thresholds. 
The unit cost reporting system includes internal DoD and 
external Congressional exception reporting based on unit 
cost increases and contract execution. [Ref. 12:p. 1] 


DoD restructured the SAR in 1983 to be more readable 


and to serve as a useful summary status report for those 
charged with management and broad oversight of major 
weapon programs. Major deletions included description of 
the system and mission, and ceiling®prices on current costs 
which define the Government's liability [Ref. l4:p. 1]. 
This redesign was discussed by OSD representatives with 
members and staffs of both the House and Senate Armed 
Services Committees. However, these streamlining efforts 
were not discussed with the CBO or the General Accounting 
Office (GAO), two primary users of the SAR [Ref. 13]. 
Legislation was passed which prescribed the reduced format 
in accordance with DoD recommendation. 

As a result of this effort, the December 1984 SARs 
were reduced from an average of more than 20 pages to 
approximately nine pages per report, with content focused 
Onminore concise explanations of changes since the last 
report. Detailed explanations ef previous changes and most 
of the historical narrative were eliminated to make the 


EopeomenOrespLOospective, DUt Original baseline estimates 


Bo 


were still retained to assess the context of the original 
plans. The SAR was revised to permit use of computers 
and word processors in report preparation. [Ref. l2:p .2] 

_The CBO and GAO objected to the deletion of data and 
expressed their concern to the members and staffs of the 
House and Senate Armed Services Committees [Ref. 13]. As a 
result, the FY86 DoD Authorization Act (Public Law 99-145) 
required reinstatement as of December 1985 all information 
previously contained in the December 1983 SARs and added 
more data relative to production rates and operation and 
support (0&S) costs [Ref. 14:p. 1]. Also, the conference 
report accompanying the DoD Authorization Act of 1986 
required the DoD, CBO and GAO to provide comments and 
recommendations for improving the SARs [Ref. 12:p.4]. The 
secretary of the Navy chose to submit a separate report to 
Congress which recommended that the SARs and UCR be com- 
pletely replaced by the Development Acquisition Report/Pro- 
duction Acquisition Report (DAR/PAR), a report generated 
within Department of the Navy only since 1983 [Ref. 16]. 

Congress has legislated the format of the report 
and requested comments and recommendations from all interes- 
ted parties in hopes of bringing the issue to full debate 
and resolution [(Ref, 13]. All reports have been submitted 
ana are currently under review. 
DoD Instruction 700023%0f April 17 jee oeemprescribes 


the procedures to prepare the SARs and incorporates the 
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provisions of the current legislature in the FY86 Authoriza- 
ChonmaActwmuncinwsl Sp. liw sRhewsAssistant Secretary of 
Defense (Comptroller) (ASN(C)) administers the SAR, and 
Heads of the DoD Components ensure that program managers 
prepare the SAR in accordance with the instruction. 

Pascmine sCechiniecdlaandmoperacional characteristics, 
schedule milestones, and cost estimates are established in 
the initial SAR. Depending on the phase of the acquisition 
cycle at the time the initial SAR is submitted, these 
Baseline values are represented by a planning estimate (PE), 
a development estimate (DE), or a production estimate 
(PdE). The PE reflects information developed up to the 
FSED (Milestone II) decision; the DE reflects information 
developed up to the Production (Milestone III) decision; 
and the PdE reflects information after the production 
decision. Baseline changes may be requested by the DoD 
Components within 60 days after Milestone II and the first 
Milestone III approval, and the information is reflected in 
the next SAR reporting period (annual or quarterly). [Ref. 
Waa. Sd 

The SDDM will normally be the source of the base- 
imccmmnoncvchemmrae oF Pf. DCP, PBD or tae FYDP may be used. 
Ihen only goals have been established in a SDDM, oaseline 
values shall be expressed in terms of goals rather tnan 


thresnolds. {Ref. 17:p. 4] 


eal 


Major weapon systems may be deleted from the SAR 
when 90 percent of expected deliveries or 90 percent of 
planned acquisition expenditures have been made. Termina- 
tion is not automatic, but must be requested by the DoD 
Component and approved by the ASD(C). 

The formal submission of the annual SAR in December 
of each year by the DoD Components is provided to the 
ASD(C) on the working day immediately preceding the 30th 
calendar day after the President sends the budget to the 
Congress for the following fiscal year. Preliminary copies 
are sent by the ASD(C) to the appropriate congressional 
committees on the next working day. Following review and 
processing by OSD, the annual SAR is sent to the appropriate 
Congressional committees 60 days after the President sends 
the budget to Congress. Quarterly reports are provided to 
ASD(C) by the DoD Components on the working day immediately 
preceding the 28th calendar day after the end of each 
reporting period. Following review and processing by OSD, 
the quarterly SARs are sent to the Congressional committees 
45 days after the end of the reporting period. [Ref. 17: 
pee 

The SAR format contains 19 reporting sections, 18 
of which are forwarded to the Congress. Section 19, 
Cost=Quantity Information™ is for “invernal Dolteuse sont, 
Normally, a SAR will be limited to 20 pages [Ref. 17:p. 


3-iJ]. All cost information torotighout sede emo cocieicees 
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by type of appropriation (RDT&E, procurement, MILCON, and 
O&M). The procurement and program acquisition unit costs 
are computed in base-year and then-year dollars for the PE, 
DE, or PdE, whichever is applicable. The procurement costs 
are displayed in three increments: (1) flyaway, rollaway, 
Or sailaway costs; (2) other weapon system cost; and (3) 
initial spares. (Ref. 17:p. 3-5] 

All narrative and cost information is presented in 
temmcwol Past ESUimaves, current estimates and reasons for 
micwemange, whether™it cost, schedule or performance 
Pewmemecers that are being discussed.” Ine changes to cost 
are Written in terms of economic or program changes. These 
COst Variances must be categorized Dy one of seven types 
(economic, quantity, schedule, engineering, estimating, 
suppeme Or other). [Refs 17:ps 3-2) 

Seculon = 2colwrtc Onn dctalls tne unlit cost repor- 
PitemecQuirementSs,emunLl’e Costs are reported by total 
Cmeewate acculSlurenm costs ana tne Current procurement costs 
woeeme CStimate foremrne current year and the budget year. 

The SAR requires other items of data such as 
mission description, program nighlightsS and significant 
developments since the last report. The SAR also requires 
eee ocins Of erde sl largest contracts exceeding $2 million, 
a prosram funding summary, production rate data, and 


Speparing and SUDpperU data’. 
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The SAR is a very detailed document which requires 
data to be categorized into variances with extensive 
explanations for changes. The SARs are submitted for 
designated major weapon systems, but they have a direct 
correlation with the budget process, Since they must match 
the President's budget submission for the next fiscal 
year. Working from that budget the annual December SARs 
extend the cost estimates for each system to the end of 
that program as it is planned at the present time. This 
extension of costs provides a more complete picture of the 
Administration's defense plans for the weapon systems than 
does the annual budget. [Ref. 18:p. xi] 

Coc Unvintimee OS taahie p oun 

Significant increases in budget authority and 
outlays for Defense investment programs in the President's 
budgets have brought increased Congressional concern about 
cost overruns in the acquisition of weapon systems [Ref. 
18:p. 1]. The FY82 Defense Authorization Act (Public Law 
97-86) contained the Nunn=-McCurdy Amendment, which required 
tne Service Secretaries to Submit unit cost exception 
reports to the Congress when unit costs addressed in the 
FY82 SARS increased by 15 percent over annually establisned 
baselines. This information was extracted from Section 12 
of the SAR. The FY83 Defense Authorization Act (Public Law 
97-252) extended the requirement indefinitely. The Act 


established a three-tiered reporting requirement to identify 
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DRO nanicmenaveamave Significant cost growth. The purpose is 
to provide a means by which the Congress can become aware 
of cost growth early enough to take remedial action [Ref. 
Tempe ions 

The Act requires that the Service Secretaries 
notify the Congress of programs in which: (1) the program 
acquisition unit cost (PAUC) is more than 15 percent above 
the baseline; (2) the current procurement unit cost (CPUC) 
is more than 15 percent above the baseline; or (3) cost or 
schedule variances of a major contract have resulted in an 
Mueeedoe ln the cost of the contract of at least 15 percent 
over the initial cost of the contract. The Service Secreta- 
ries must notify Congress within 30 days after the date on 
Moueneecrhe Unit CoSt report 1S submitted, either as a part 
of the annual or quarterly SAR. [Ref. 18:p. 19] 

If unit cost growth exceeds the baseline by 25 
DonocmEwor=moreye the SECPERemust certify in writing to 
Congress thatesthe systemeis still required. The SECDEF must 
Pmevage certification to Congress of the 25 percent breacn 
within 60 days of his determination. If the reports are not 
provided to Congress, any further obligation of RDT&D, 
Daoemrenent on MEECON funds fOr major contracts 1s suspen- 
Gig eihees 3° D suite 

Under the current procedures, unit cost can increase 
asemucneas 15 percent annually without a unit cost exception 


report being required. This increase allows for a combina- 
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tion of inflation and real cost growth. “During pervecssor 
high inflation, a Unit cost excep Uronmacpor ce wouldebe 
triggered by a small increase in real cost growth. Con- 
versely, when inflation is low, a large increase in real 
cost growth would be required before a unit cost exception 
apc issued. [Ref. 14:p. 25] The unit cost thres- 
hold of 15 percent was established in 1981 when inflation 
was much higher than it is now. Current inflation rates of 
less than four percent allow real cost growth to increase 
more than ll percent before a unit cost exception report is 
MSSucd. 

For the purpose of measuring unit cost growth in 
accordance with the Nunn-McCurdy amendment, Yaesu nsec Os ¢ 
is defined to be the cost per full-equipped weapon system. 
This cost includes and amortizes RDT&E and MILCON costs 
across the program procurement quantity and includes 
prototype costS.— FOrumost Systems, Vo) uses eene siomper 
and type of units that Congress authorizes each year (e.g., 
aircraft, missiles, ships). For some systems, however, DoD 
uses battery equivalents, fire control sections, and self- 
propelled-loader-launchers for these calculations [Ref. ll: 
p. 8). This makes the unit of measure different, thereby 
making comparisons with prior years and prior programs 
Pdi recr 

DoD Instruction 7000.3, Selected Acquisition 


Report, prescribes the requirements within the SAR for the 
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Umemecoot Report erequirements.- DoD Instruction 7220.31, 
Unit Cost Reports, provides the procedures and assigns 
responsibilities for unit cost reporting [Ref. 3:p. 1]. 

_-As with the SAR, Congress legislated the format of 
the UCR with the FY86 Defense Authorization Act and reques- 
ted comments and recommendations from OSD, CBO and GAO for 
improving the report, 

poeecduisitionmotratesy Report 

Acquisition strategy has become a critical element 
in the weapon system acquisition process. OMB Circular No. 
A-109 addresses ane Camoriag Of tne acquisition strategy 
aS a management objective for each program as soon as the 
agency decides to solicit alternative system design concepts 
Ener could Lead to the acdulsition of a new Major system, 
and to refine the strategy as the program proceeds through 
Ememroquisitionm process [Ref. 5:p. 5]. DoD Directive 
5000.1 requires DoD Components to develop an acquisition 
Suecvesy av Ure Aancepvion of each major system acquisition 
twear Sets forth the objectives, resources, management 
aooumeelOns, CXLeCnL Of COMpeCLCItlioOwm proposed contract types, 
Sadmprocram Struevure and then’ tailor the steps in the 
acquisition decision-making process to this strategy [Ref. 
6:p. 2). The Federal Acquisition Regulation (FAR), imple- 
mented in April 1984 addressed acquisition planning and the 
BeG@uire;.ent=1cr an acquisition plan in™Part 7. The floew- 


down regulations (the DoD FAR Supplement and the Navy 
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Acquisition Regulation FAR Supplement (NARSUP)) contained 
additive language for an acquisition plan. 

The acquisition strategy, the acquisition plan and 
acquisition planning are used interchangeably in the 
literature and in conversation; however, they are separate 
concepts and documents. The acquisition strategy is a 


conceptual basis for the overall plan that a Program Manager 


follows in program execution. It is the framework for 
planning and directing the program [Ref. 8:p. l-l]. The 
strategy considers the weapon system from the embryonic 
stages of program formulation through the critical phases 
of demonstration and full scale development to production 
[Re eal peme2iix 

The acquisition plan, however, specifically addres- 
ses tne immediate procurement action. [Ref. 8:p. 4-5] It 
integrates information from other functional plans, such as 
integrated logistics support (ILS) or test and evaluation 
(T&E), and is updated as the process continues for that 
COn Vidic. 

Acquisition planning 1S a process by which the 
efforts of all personnel responsible for an acquisition 
are coordinated and integrated through a comprehensive plan 
for fulfilling the agency need in a timely manner and at a 
reasonable cost. It includes developing the overall 


strategy for managing the acquisition [Ref. 20:p. 7-1]. 
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During the early 1980's there was a major thrust 
Within the Navy to use the acquisition strategy as a 
separate summary document. However, the report ran contrary 
Gemunewragerwork Reduction Act since it was considered the 
Same as the acquisition plan, and it was not accepted by 
the PM's as a useful document. Therefore, the acquisition 
Strategy reverted to a concept rather than a document. 
(Ref. 21] 

ine? Ahmedecentralizedaq the acquisitions planmto the 
Federal agencies and allows variances of specific plan 
content. The Agency Heads may write the plan on a system 
Gesmwemer an individual contract basis; they may establish 
@emeeria and thresholds *for the plans and establish standard 
noniawo for the plans; they may also review and approve the 
prans within variows echelon Pevels. 

The FAR requires two sections in the acquisition 
Olan ihe acquisitton background and objectives section 
Somuaqinsc SEVEN Darta, mmecluding needs statements, cost 
goals performance parameters, risks, and other general 
iomemeration. the phan of action section contains 19 parts 
petaene  FOuspecCMi tee DuoIness and technical decisions, such 
aseectmecrtion. Ssoumees, funding Specifications, testing, 
logistics, government property, environmental and security 
Semsrderations and milestones. 

Since the FAR nas been implemented, the Navy uses 


Piemacauicition plan for documentation purposes and not tne 
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acquisition strategy (Ref. 21]. The ASN(S&L) and ASN(RE&S) 
consider it a vehicle to control the major weapon system 
process. The NARSUP was revised in January 1986 to esta- 
blish strietersthresholds and@toscyeavemEnomappmoy al idequ= 
ment, the Program Endorsement Memorandum (PEM), by the 
Assistant Secretaries. Currently, SECNAV personnel are 
redraiting the requirements of@the acoumis writen ep lane cre 
simplify, streamline and redefine thesacquasavieonep lane 
Business issues, such as how the PM plans to buy the weapon 
system, will be emphasized; and the technical issues, such 
as ILS and T&E, will be minimally addressed. The Assistant 
Secretaries will also use the document to assure compliance 
with the Competition in Contracting Act [Ref. 21] 

Congress has expressed a concern over the high cost 
of weapon systems and the related lack of competition. As 
auwpesulte, major initiatives such as the Compevruron in 
Contracting Actye nave been inevituvedmromredicescoces 
through competition. Under the FY86 Defense Authorization 
Act, Congress required the SECDEF to prepare an acquisition 
strategy for a major program at the point of full-scale 
engineering development and submit a report with the 
President's budget for the fiscal™year for which tine 
initial request is made for full scale engineering develop- 
ment funding. 

As part of the acquisition strategie eer eEr nuse 


provide for eompetitive alternative sounmdes ererne Sy seem, 
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WitcwcimolcCmolmeseVeral déstens, from the beginning of FSED 
through the end of production. The SECDEF may waive the 
requirement for alternative sources with notice to Congress 
Pieeomeppmacallon would resultv=in increased total costs, 
unacceptable delays or would be adverse to the national 
Seon yee Refi.e22: pe 264) 

To date, no reports nave been submitted to Congress 
from the Navy. (Ref. 21]. 

In conjunction with the Congressional requirement, 

SECNAV Instruction 4210.6, Acquisition Policy, was issued 
on 20 November 1985. It directed that all major weapon 
systems nave a minimum of two concurrent but separate 
G@imeractors eligible to produce at any time in the process, 
from FSED through production (Ref. 21]. Accordingly, this 
Peamcy 1s addressed in all acquisition plans for major 
systems for the Navy and considered a key element in 
the PEM approval process by the Assistant Secretaries. 

The acquisition plan is an internal decision 
document prepared by and maintained by tne Military Ser- 
Torre lt tS NOrmuseamrOoncOoMmpile any data Dases, nor 15 it 
a management report forwarded to upper level echelons, sucn 
Romo Lobe ehercontaimsa IinformaLion ia great detail and has 
many advocates (e.g., reliability and maintainability, 
Coons. COMpetmeon, Specifications, "etc.). It represents 


a contract between tne PM and SECNAV on the operation of 4 


Sf 


major weapon system, but is continually updated and in- 
creased in scope. [{Ref. 21] 

Since no report has been submitted by SECDEF to 
Congress relative the competitive @ahicrpare eSources Simca 
acquisition strategy, there 1S nOwpréescimecd = ermac. 
However, SECNAV personnel expect that the report will be 
a synthesized one or two-paragraph document relating plans 


for competition only and no other information. [Ref. 21] 


E. SUMMARY 

Chapter II has defined two major processes relevant to 
information which is provided to Congress: the major 
weapons system acquisition process and the budget process, 
specifically the PPBS process. Three reports required by 
Congressional legislation, the SAR, the UCR and the acquisi- 
tlon strategy report, have beén described reparding pore, 
issues, program objectives and existing procedures for 
compliance. The SAR and UCR are already being provided to 
Congress; othe acquisitionMstmatesyeuepent dasmueen yc Ubcers 
submitted. 

Chapter III will discuss the users of the report, from 
the PMs who often generate the information through the 
various echelons within DoD, and through the Congress and 
its agencies, the CBO and GAO, The chapter will address 


who uses the information, how they use it and how they 
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think it may be changed. Chapter IV will address issues 


Maemo OO Leis Inhereniuewieeimompmltting and UWSing the reports. 
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TEL. DATA PRESENT ALO} 
A. INTRODUCTION 

This chapter will review the uses of the SAR, UCR and 
Acquisition Strategy Report prepared by DoD. The reports 
are prepared for Congress, as dictated by legislation, and 
are primarily used by Congress. However, that information 
ls also used by several other organizations. In order to 
gain insight into the preparation of the reports and their 
evolution to Bhesent any format, this chapter will identify 
the users of the reports, when and how they use report 
data, and in some cases, how they would change the data 
Submission, if possdolke. 

This chapter will consider all three recurring reports: 
DAR, UCR, and Acquisitionmotravecy shencr tl Ascworeec ie 
Writing of this thesis, the Acquisition Stratezgy=heport Nas 
not yet been submitted to Congress; therefore, any use by 
agencies besides the PM or  SeChNAV wills ce prospective, 

1. Program Managers 

Program managers generate the SAR, UCR and acquisi- 
tion strategy. However, taeyvalso se che Tnmermaeren 
contained in the reports. 

a. SAR and UCR 

Those people interviewed for this thesis 


research indicated that the SAR and UCR are lengthy and 
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ConplewenepOnts sand they ane very Lime=consuming to 
prepare. As a result, valuable time is taken away from the 
PM's primary responsibility - running a successful program. 
The PM perceives the SAR and UCR as management reports 
rather than decision-making tools [Ref. 23]. Because the 
reports are submitted to Congress, the formats are highly 


structured. The PM is responsible for ensuring the accuracy 


am@@ structure of the data. 

The PM establishes the baseline estimate with 
the initial SAR and may request that the baseline be 
changed as the system passes through the various acquisi- 
wromemilestones. Changing from the PE to DE to PdE baseline 
requires justification and additional variance analysis to 
OSD before the baseline estimates can be changed in the 
-weetehminarlion@fethe SAR dsenot automatic; the PM 
must justify its deletion to OSD before he is released from 
the reporting requirement. 

Any changes to the program must be addressed in 
the annual SAR submission. The changes can be in narrative 
Porm, relative to mission cr technology changes, or quanti- 
tative form, Where cost variances must be categorized into 
eewemeareas and = bDalancéd’ witm overall program costs. 
Quarterly reports are submitted to Congress if total 
program costs or schedules exceed designated thresholds. 

Mac Semis submitted to OSD in March of each 


year for the preceding year ending 31 December. Quarterly 
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reports for breach situations are ovideds tones pn arate 
28th of the month after the end of the previous reporting 
period. Since the PH must submit his@reporte throusm several 
approval levels of his own systems command and SECNAV before 
it reaches OSD, his time to prepare the report is com- 
pressed. 


The UCR is extracted from Section 12 of the SAR 
and is submitted to OSD by the PM annually. The Program 


Manager's Report contains information relative to the UCR 
and 1s submitted to the Military Department Secretary 

Within seven days after the President sends his budget to 
Congress. If there has been a unit cost breach, the Service 
Secretary reports it to Congress [Ref. 3: p. 3]. Congress 
intended the UCR to be an exception reporting requirement 
only. However, the PM must submit a report to SECNAV 
whether or not a breach has occurred. 

People who are assigned to the Program Manage- 
ment Office for two Navy programs were interviewed to 
determine how they generate the SAR and UCR information and 
now they also use that information. 

The T45TS Navy Undergraduate Jet Flight Training 
System will replace the T-2C and TA-4J trainers to provide 
training for prospective Navy and Marine Gorps puters ere 
meet aircrew requirements in the 1990's. The T45TS is a 


derivative of the British Aerospace HAWK. The SDDM was 
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issued in Cctober 1984, authorizing the T45TS program to 
enter FSED. ([Refm 24:p. 2) 

Since the T45TS Program is new, it uses esti- 
mates and goals versus concrete, well-defined information 
for its program data. Historical cost and performance data 
have not been accumulated because it is a new program. As a 
result, the PM must make performance assumptions and use 
eee ncotimaves.am ine MOSE difficult problem is deriving 
Beasons [Or COSt Variances. Ihe variances must be categor- 
PzZcayinvo the seven areas identified in the SECDEF instruc- 
meen,  woerhnout maernies 1 Comin OrMaeren, lt PSs very 
difficult for example to attribute separate dollar figures 
to schedule slippage and technical changes. 

The interviewees felt that the PM has a tendency 
BO put most of the cost variances into the easily explaine- 
able categories, such as revised escalation indices or 
changed quantities [Ref. 23]. Justification is minimal for 
any remaining cost variances which cannot be clearly 
categorized. Statements such as "revision to the methodol- 
ogy for estimating engineering hours" or "more refined 
estimate of ILS requirements" were given in the SAR for the 
T45TS (Ref. 24:p. 8]. Preparing the SAR can become creative 
accounting because cost adjustments may not fit neatly into 
seven economic or operational categories [Ref. 23]. 

The F-14A/D is a well-established aircraft 


program. the F-l4A has been in production for several 


HD 


years and the F-l14D is currently in FSED. The F-14 has a 
program base year of 1969 and has accumulated much histori- 
cal cost and performance data. The technology is well- 
defined and therefore, the F-l4 has less uncertainty than 
the T45TS program. However, the PM still has the same 
problems of defining and categorizing the cost variances 
[Ref. 25]. 

For example, the PM must incorporate engineering 
change proposals into the seven categories. Again, the 
larger variances are listed in the obvious categories, and 
any remaining variances applied to estimating categories 
With minimal explanation for the increase or decrease. 

The interviewee indicated that the PM of an 
established program has to coordinate with other functional 
areas in preparing the reports. He has to consider military 
construction for operational facilities; become more 
involved with the Contracting Officer for contract admini- 
Stration; and interact with the operations research people 
for statistical analysis and models, such as learning 
curves. Therefore, the SAR and UCR are not perceived sovely 
as a PM document. [Ref. 25] 

According to the interviewees, the SAR or UCR 
are not used as a decision document or a management tool 
(Ref. 23]. The various acquisition milestone and budget 
documents are used as decision documents. Contractor 


progress reports, program design reviews and Cost/Schedule 
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Control System Criteria Reports provide management tools for 
the PM during program operation. However, the SAR and UCR 
are used as benchmarks for cost and performance analysis. 
They provide a red flag for the PM where actual events vary 
from planned actions. 

The SAR and UCR are also used as a ready 


Gememence™ by =the PM tor inqwiries from OSD or Congressional 
Staffers. The PM can quickly identify the current unit 


EGeveOneLOtalb scOsSe of the program. the two interviewees 
felt that the SAR was not used by Congressional staffs. 
Rather than read the SAR, the staffers would obtain informa- 
tion from PMs over the phone. 

There are three common areas where change could 
make the SAR and UCR easier to generate and more useful, 
according to the interviewees. [Ref. 23, 25] 

Dies teeelcmbeCpOmecmaneslengthyesand complex, and 
there is a major learning process required by those respon- 
sible for their preparation. The PM and BFM positions 
experience a high turnover, and the support staff is not at 
the level of expertise to prepare the report independently. 
Sonewres Use COneracremmsuUpoOoreetTOmassist wiithethe function. 
In-nouse expertise is then lost, and there is still a 
problem of contractor personnel turnover. Both interviewees 
recommended streamlining the report process to minimize 


Gabbe whoss si Gomepersonnel. turnover. 


45 


second, because the repory is submicttvedeco 
Congress, format and appearance is critical. The DoD 
instrucGion is very specific as ctomifonnatwe 45 “asresuare 
there iS a major emphasis on the administrative and clerical 
portion of preparing the report. Currently, reports are 
prepared manually. Both interviewees recommended automation 


to solve the preparation problem. The format could be 


Programned, Standardized mathematical models could be used 
by the operations research personnel to minimize updating 
cost variances due to inflation or other standard cost 

ad jus tmenvs . 

Third, both adnterviewees tel USuiagueemae baseline 
estimates become old and irrelevant. The T45TS, which uses 
a PE baseline, has gone into FSED and qualifies tor a DE 
baseline; however, the PM requested approval to update the 
baseline in November 1984 and was denied in January 1985. 
The Fel4 nas been in production for many years, but since 
tne "D" version is being used by the PM, they use a DE 
baseline, Both interviewees Velverhewbasctine someone re 
updated more often. Historical data, such as previous 
change explanations, are never deleted from the report; they 
remain in the report and are continually explained with eacn 
repore =submiss10n. 

Db. Ihe ACquisiUiCHe@orrar ce ec pome 
The acquisitwom stravwep ser acdiis? 2 vem. an 


is prepared by the PM at Concept Exploration (Program 
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Initiation). The PM must address how he intends to operate 
during the acquisition process. The plan addresses risks, 
such aS concurrency in testing, and production choices, 
such aS maintenance philosophies. Problems inherent with 
planning any weapon system include unsettled technological 
issues, unknown sources of supply and fluctuating budgets. 


The PM must make a best-guess of his needs for the future. 
The plan is submitted by the PM through the 
Commander of the Navy Systems Command to the ASN(S&L) prior 


Comeamy sosOlicCitalion Or contractingsactions. The PM must 
eeomeunawe information from many functional disciplines, 
Puc was lOpIStics, comptroller, test and evaluation, and 
research and development. The PM will then produce a 
document which addresses technical as well aS management 
BaemousIness Issues. 

The acquisition plan is used internally by the 
Military services. However, with the new legislation, 
Congress will see a portion of the plan regarding the use of 
multiple sources in FSED as well as Production and Deploy- 
ment. [Ref. 22:p. 264] 

The PM uses the acquisition strategy as a 
planning vehicle, which is changed and updated as the weapon 
system proceeds through the acquisition process. fhe 
Federal Acquisition Regulation has expanded the content of 
the acquisition plan, and the Services have established 


Surteter tmresholds tor submitting the plan [Ref. 21]. The 


a 


program office interviewees fettmenabsthe acQuicieronmoran 
could expand, especially if it were provided as written to 
the nonemanagement agencies within Congress, such as the 
Congressional Budget Office or the General Accounting 
Office. [Ref. 23, 25] 

The interviewees recommended that the acquisi- 
tion plan remain as iS, without additional quantitative 
analysis or planning estimates. In order to respond to the 
new legislation, PMs should provide only a general statement 
to SECDEF for Congressional review which presents the intent 
to compete with alternative sources in FSED. 

2. secretary of Defense/Secretary of the Navy 

The SAR, UCR and acquisition plan are forwarded 
from the PM to the Secretary of the Navy. The SAR and UCR 
are forwarded through OSD to Congress. Currently, the 
acquisition plan goes no further than OSD. However, under 
the FY86 Authorization Act the Acquisition Strategy Report, 
based on acquisition plans, will be submitted to Congress by 
the Secretary of Defense. Therefore, reports relative to 
acquisition strategy and multiple sourcing in FSED will be 
provided by the Secretary of the Navy to the Secretary of 
Defense. 

a. SAR and UCR 

The Secretary of the Navy coordinates the 
submission of the SAR and UCR to OSD. The Secretary 


of Defense is responsible for administering the SAR and UCR 
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and submitting them to Congress. The SAR is submitted by 
the Military Services to OSD within 30 days after submission 
CimumemrGestadeny'’s Bbudgzet to Congress, OSD has 30 days to 
review, yerify, and coordinate the annual SAR submission to 
Congress. Quarterly reports are submitted to OSD within 28 
Shyomouvetet@e end vefethe quarter, and OSD has 17 days to 
review and correct the report before submission to Congress. 
meeoh. 17:p. 7] 

Senior DoD management are a relatively small 
user group requiring summary status information rather than 
fevamred data forvanalysis | Ref. 12:9. 4). “According to 
dnwinbterviewee with the office of the ASD(C), the SAR and 
UCR are both used as a source of information for Congres- 
Sional inquiries, DSARC reviews, and POM reviews. The SAR 
does provide discipline for the total program and explains 
Variances from original estimates. It can also provide 
consistency for DoD when explaining to Congress or the Press 
about major programs under scrutiny. [Ref. 16] 

According to the interviewee, the SAR is never 
late. The bulk of the over 100 program reports are submit- 
ted to Congress. On occasion one or two programs are 
submitted after the total report. [Ref. 16] 

The interviewee did say that submission of the 
UCR is extremely tight. Therefore, OSD has requested in 
their report to Congress, that submission of the UCR be 


based on working days versus calendar days, which would 


ae 


provide relief, especially when the due date falls ona 
weekend. [Ref. l2:p. 8] 

The interviewee felt that the SAR provides 
information too late to have any impact on the acquisition 
process. Therefore, it cannot be used in a prospective 
manner. However, it does provide progress information for 


the program more often than the milestone reviews. 


Congress objects to re-baselining, since they 
want a benchmark for comparison of progress, good or bad. 
Before 1984, the PM was not allowed to change the baseline. 
With the DoD ine Cauieeaton issued in 1984 they can update the 
baseline to align the SAR with the acquisition milestone 
process. - [Refs (loa 

Before discussing the various changes OSD would 
recommend, it is worthwhile to address the Secretary of the 
Navy's position on the SAR and UCR. As stated in Chapter 
2., the SECNAV chose to submit a separate report to Congress 
in response to the FY86 Authorization Act. SECNAV acknow- 
ledged that there are several agencies that can use the SAR 
and UCK information, primarily senior DoD managers, Con- 
gress, the CBO and GAO. All are concerned with various 
aspects of management: oversight, decision-making and 
resource allocation. [Ref. 26:p. 1] 

SECNAV pointed out that the SAR and UCR are too 
lengthy, force creative accounting due to the categorization 


of variances and extend reporting into the "almost always 
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4 
Mem utouomour=vears'!  iherefore ~according to SECNAV, the 


SAR is of no use in managing Navy programs [Ref. 26:p. 4]. 
TaewUCR measures Unit costs based on total 

program costs Ineludingee devel opnenemaia soroduction. 

Because it does not separate research and prototype from 

recurring production costs, the UCR is of no use in managing 


the Navy's acquisition program [Ref. 26:p. 5]. 


SECNAV recommended the Development Acquisition 
Pebomr/ Productionsicquisition Repomt (DAR/PAR) as a wsubsti- 
tute for the SAR and UCR. It separates development costs in 
Poe DAR from productmon costs in the PAR. It also focuses 
on the FYDP period rather than the out-years. It uses 
EmoanantsaGollars toseliminate inflation distortion and 
Dmewmacs a QuickK=look Status report for senior management. 
[Ref. 26:p. 5] The DAR/PAR is an internal report deve- 
iepec exclusively by the Navy for monitoring major weapon 
SYSteMs. 

The generalsedinion of the interviewee was that 
Congress would not accept the DAR/PAR because it was 
limited to the FYDP and provided minimal trend data and 
Baseline information, 

The interviewee addressed several problems with 
Paemornewanag sUCK ate tie sO) level and recommended some 
Spenco wers COMO ner cme nome ascubmitted by OSD to,Congress. 

Tne SAR can be likened to a "Snapshot" of a 


program taken at the end of each reporting period. However, 
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that snapshot seems to be taken with a wide-angle lens. 
The SAR has become an additive report. There have been 
increased data™=requirenents, StrreeermumnconelGs said 
repetitive information. 

OSD recommended that the UCR be eliminated since it 
duplicates information already in the SAR. The exception 


report for unit cost growth could be added to the criteria 


required for the quarterly SAR report, which is over a five 
percent change in program costs or a three-month change in 

a schedule milestone. OSD also recommended that these 
thresholds be increased to a ten percent increase in program 
costs and a six-month change in schedule milestones. 

To combat the irrelevant baseline problem and 
repetition in the report, OSD recommended that the SAR 
program reporting be deferred until after Milestone Il. 

Tne rationale is that prior to Milestone II, programs are 
not sufficiently well defined for meaningful reporting 
purposes. Estimates are often little more than planning 
wedges, with undefined program quantities and alternatives 
(Ref. l2:p. 5]. 

The second problem OSD addressed was that one 
report tries to meet the needs of too many users. DoD 
managers and Congressional staffs have a wide spectrum of 
responsibilities ranging from detailed analysis to broad 
oversight. The desires of staffs to have all possible data 


cannot oe reconciled with the needs of OSD management to 
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have an information system that provides concise summary 
information on the cost, schedule and technical status of a 
Weapon System [Ref. l12:p. 2]. When OSD made their reduc- 
tions to the SAR in 1984, they were trying to respond 

to the needs of DoD management. However, the reduced report 
did not meet the needs of the non-management Congressional 


users, the CBO or GAO. OSD stated in their report to 


Congress that designing one output to meet the needs of 
Several users with diverse interests, motivation and 
E-opomsibilities 1s noitepractical [Refis 12:p.. 3]. 

OSD did recognize, however, that the needs of 
Congress predominate. Therefore, they recommend in their 
report that the format prior to 1983 be used, with the 
additional production rate and operation and support data. 
These ideas seem to be "popular" with Congress because of 
Ciemaweenction towlife cycle costs and economic ordering 
quantities. [{Ref. 16] 

A third problem OSD addressed was coordination 
of the SAR. Since the SAR is prepared by approximately 100 
Gigperent program offices rather that through a central 
office, ensuring uniformity and accuracy is extremely 
difficult. In the course of the review process, OSD will 
discover errors in tabular data and mathematical computa- 
Cions. PAHs are not necessarily consistent in their inter- 


Dretation anc application of coOSt variance categories. 
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Therefore, OSD has a difficult Yeo coordinating tie nna 
Intomene UNiherm=supumess morn, 

Graphs have been recommended in years past by 
GAO as -a,means of presenting data, but OSD felt that 
correcting the graphs could not be done within the statutory 
period for submitting the SAR. [Ref. 16] 

The interviewee recommended a better overall 
training program for PMs and automation to allow uniformity 
and standardization. The interviewee stated that the Senate 
Armed Services Committee had offered to dedicate funds for 
automation of the SAR, but OSD had not yet taken advantage 
of the offer (Ref. 16]. 

b. The Acquisition Strategy Report 

The™researcher™= invervilewed a Member Creenrc 
Clearance Division, ASN(S&L), relative to the acquisition 
plan and the new reporting requirement. Several Changes 
have occurred within SECNAV recently concerning acquisition 
plans and may effect their submission to Congress. 

The Competition in Contracting Act (CICA) 
required several changes in the method of contracting and 
placed emphasis on full and open competition at all phases 
of the acquisition process [Ref. 21}. SECNAV selected the 
acquisition plan as the principale document (for spr eana 
review and oversight regarding compliance with CICA. This 


avoids a requirement for new documentation and also confirms 
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implementation of the SECNAV policy for dual sourcing in 
PooDMPRef -e2feip.— 1). 

The Navy uses the acquisition plan as a control 
document for the weapon systems acquisition process [Ref. 
21]. In order to ensure compliance with the new thrust for 
competition, the acquisition plan is being used as a review 


and oversight document. It establishes a baseline and 


actS aS a contract between the PM and management. However, 
1t is a very fluid planning document and is changed and 
updated as the process continues. 

The interviewee addressed several problems with 
tne acquisition plan. The plan has become additive because 
@ieadvecates, such as reliability and maintainability or 
streamlining. ASN(S&L) is currently reviewing the plan 
content for consolidation or reduction of reported informa- 
tion. One recommendation has been to eliminate information 
aS it becomes irrelevant. For example, testing results can 
DPewecliminated as aeprogram™@goes into production. I1t is no 
longer necessary to address design or operational testing 
once a systen has been approved for service use. 

iiemacguso meron plan 1s wot currently used as a 
Geieemeasec MOWCVCr oe lencOuUlqepe very easily. Ihe inter- 
viewee said that since SECNAV has identified the plan as a 
oversight document for CICA, data are being compiled 
relative to receipt, processing and approval of plans from 


the various Navy headquarter commands. Average approval 
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leadtimes are being computed. Once various advocates Jearn 
of a data base being developed, they may require input to 
the statistical data. This has the potential to expand into 
an additional management report requirement at the Navy, OSD 
or Congressional levels [Ref. 21]. 

Currently, the plan contains detailed informa- 


tion internal to DoD. Lfisthe plansasiweirenmsmcuanmibeed 


to Congress, the interviewee felt that future plans may ve 
Written with minimal information and contain conditions and 
caveats. In its current form, the acquisition plan is etco 
specific for Congressional oversight use. [Ref. 21] 
3. Congress 

The Constitution enumerates powers granted to the 
Congress. Those relating to national defense include the 
power to declare war, to raise and support the armed 
forces, to make rules for rhe government sandenec uma 
the armed forces, to provide for calding for sviemiaell ciao 
organize, arm and discipline the militia, and tov appropriage 
money (ref. 28:p. 569]. Both the Senate and House of 
Representatives have created standing committees for 
managing national defense. The Senate Committee on Armed 
Services and the House Committee on Armed Services have 
developed a formal suocommittee structure and comprenensive 
responsibilities for defense autnorization. [Ref. 28:p. 
Sion 


The SAR, UCR and prespeetive Acquis telonm= 1 acc2, 
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Report are submitted to Congress by way of the Senate Armed 
Services Committee (SASC) and the House Armed Services 
Committee (HASC). Staffs working for the various subcommit- 
Lees om specific members Of either Nouses review and 
Synthesize the data for the Congressmen [Ref. 29]. As a 
result, staffers have an inherent potential to influence 
Congressional decisions on weapon systems acquisition. The 
amount of influence can be meaSured to a great extent by the 
amount of information that the staffer can obtain. Congres- 
Slonal inquiry is a popular channel for information flow, 
either through verbal contact with liaison offices or a 
written position paper or fact sheet. [(Ref. 30:p. 38) 
a. SAR and UCR | 

The SAR and UCR provide continuous information 
for staffers on weapon systems acquisition. However, even 
the staffers admit that the reports are too voluminous to 
use in the Congressional oversight role [Ref. 29]. The 
researcher interviewed a staff assistant for Senator Samuel 
Nunn, a member of the SASC. He felt tnat the SAR and UCR 
are used primarily as a research tool by the non-management 
portion of the Congress (CBO and GAO) and as a political 
tool by the members of Congress. 

The SAR and UCR are important as management 
control devices for the Military Services, according to tne 
interviewee. Senior DoD manégers are forced to monitor 


tneir programs, especially in tne areas of cost growth and 
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performance and schedule changes. However, the SAR and UCR 
are not generally used as a source of direct information by 
the staffs within Congress. Congress needs nighly refined 
data with highly aggregated analysis in order to make 
decisions relative to national defense [Ref. 29]. As they 
are written, the SAR and UCR are too detailed for oversight 
datag 

Fundamentally, Congress has too much to do and 
insufficient time to do it [Ref. 28:p. 594]. There has 
been a tendency in Congress to congrol vole, =scirouch 
Control of etait C[Ref. 28:p. 593]. The previous and 
current era of policy decisions and issues was one of "more 
data", Now, Congress is saturated. The interviewee felt 
that a new era waS approaching, one of "data on an exception 
basis", The PM receives guidance through baselining and 
only reports to senior DoD managers or Congress when he 
varies from the baselime vtolany —'sizimricanc sacfrec. 

[Ref. 29] The approach coincides with the recommendations 
in the Packard CommisSslOn 1¢Or precy aie t do ee erdmoue 
baselining. [Ref. 3l:p. 59] 

The SAR is perceived aS too massive to be usec 
directly by Congressional members and staffs. Tne inter- 
viewee confirmed what PMs have said relative to reading tne 
SAR or UCR. If a staffer has a question on a weapon systen, 
he will tend to call the PM "er tne Military servre. (ra tsen 


office, rather that read the reperes Meldmoy sims ot cee 


iiemomhe 1S USE€d~Mnewever, as a research toolmby 
the CBO and GAO. These non-management arms of Congress 
synthesize the data and respond to many "what if" requests 
by Congress. The SAR and UCR are used for quantitative and 
cost benefit analysis and then generalizations of the 
findings are reported to Congress. Both the SAR and UCR 
are used as a political hammer by Congress for choices 
during the budget process for competing programs [Ref. 29}. 

Congress is concerned about too many new 
Summa OhOghdml Surevciwm@ourS ana Imeriicient production 
rates. They also have a concern for total system cost 
growth. The UCR as an exception report provides Congress 
with an indication of cost growth and is directly tied to 
the weapon system unit cost. 

If DoD chooses to stretch out a program over a 
Werecr period of time, 1€ will buy in less than economic 
Gm@tering quantities. “Iherefore, the production rate is 
lower and unit costs usually rise. This is due to learning 
CMmemaaijucsrment, inefficient use of capital equipment, 
inemiiic ana osm auiamorey GiscountsS. AS a result, tne 
EOCCHaNS So UCHCOSUMOOCSNUDpwGOnecress 1S alerted to this 
COStNerOowEN tnrouci tne wens | nef. 29} 

Doveiasmam tendency, according to Congress, to 
have too many programs started at once and not being able 
POmat foray enem adlimue tie pOlnL Of efTicient production 


rates. In February, 1986, the SASC asked the CBO to 
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examine what would occur if all new starts were held to 
their current fundingslevel and thessayvinesmapp iedmare 
existing weapon systems to bring them to full production 
ENS The CBO reported that over $49 million would be 
Saved and over 19 systems that were currently in production 
could be fully funded to efficient production rates. [Ref. 
32:p. 2] The CBO used the SAR and UCR to perform their 
data analysis for Congress. 

Congress uses information from the SAR and UCR, 
but usually only after a highly aggregated analysis by 
their quantitative organizations, the CBO or GAO. Congress 
uses summary information, but their supponrvintewencaniZacien. 
need very detailed data to provide the alternative data 
analysis requested by Congress. [Ref. 29] 

This interviewee recommended changes in the 
timing and procedure for submission of reports .cosCenaress: 
Because Congress is inundated with data, they do not need 
information any sooner than absolutely necessary. He 
Suggested that DoD be free to deal with national Security 
and. the threat throughwMia Lestones Oat vaeuc report inipece 
Congress. The information is too ill-defined and subject 
to change. This recommendation would serve to eliminate 
unnecesSary data and provide more accurate data with which 
LO eeWiO tees 

Tne interviewee also recommended automation to 


standardize the report process from the Services. He had 
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offered to recommend to Senator Nunn that an appropriation 
of $1,000,000 be authorized to OSD to procure hardware and 
software to automate the SAR submission. OSD has not yet 
aeceptegds the offer. 
b. The Acquisition Strategy Report 
The Acquisition Strategy Report is perceived as 


another way for Congress to direct more efficient buying 


practices by DoD. The interviewee felt that the acquisition 
peanewas COO sophisticated for members of Congress to use; 
tierefore, only a generalized report was required from 
Duleep wadaressing alternative Sources in=FSED. He did not 
Seemulls aS a Growing Or potential ad@ative report require- 
ment by Congress or its support organizations. 
Conegressmu~nut suse bes Acquisition Strategy 
Report as an assurance that DoD is complying with CICA and 
becoming more efficient in the acquisitionwprocess. fhe 
interviewee saw no cnanges tnat would be necessary with the 
report as required in the current legislation. Therefore, 
ne recommended no modifications to the requirement for the 
Acquisition Strategy Report. 
iueeCongresstoOnal Budget Office 

The Congressional Budget Office (CBO) is an analyti- 
cal, non-management arm of Congress. They perform quantita- 
tive analysis and synthesize data into generalizations for 


Pow eaesoueeO USC mee necinf Oversight role. 
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The CBO deals only with the cost portion of @me SAR 
and UCR. They do not analyze performance or schedule data. 
Also, aS part of their primary responsipllivy, tney muy 
provide alternatives or options to Congress, rather than 
making recommendations. 

The CBO reviews the SARs and presents a report to 


the Armed Services Committees. CBO uses the information in 


Order to perform other basic analyses: (1) computing the 
costs of alternative program sizes and schedules, and (2) 
estimating five-year aggregate funding needs. [Ref. ll:p 3] 

In the first instance, the CBO is frequently asked 
by the oversight committees to price alternative levels and 
rates of procurement. An example was cited earlier in this 
chapter regarding the decision to fund new starts or apply 
savings to full rate production. These estimates may be 
used by the committees to mark up the budget; that is, to 
test tne reasonableness of the Administration estimates for 
requested quantities or to substitute funding for the 
committee's preferred procurement levels. Only the SAR 
provides enough detail to allow CBO to compute readily the 
learning curve assumptions inherent in Administration 
estimates and then Co ‘cateumrave sone eos uo a mucraicuave 
procurement quantities and schedules. [Ref. ll:p. 3] 

In tne second instance, CBO analyzes the Defense 
Budget using the SAR and UCR. The detailed information in 


tne FYDP is used exclusively by the Executive Brancn and is 


nec Prowmacamvomconcress. CB@his able tao model the FYDP by 
Lsingevarious budget justification materials, ineluding the 
SARs. CBO's analysis indicates how much aggregate funding 
may be required to support a given program and offers 

detail to support aggregate budget projections. The SARs 
provide the data for the analysis and model. [Ref. ll:p. 4] 

The researcher interviewed a member of the CBO who 
works directly with the SAR and UCR when performing data 
analysis for Congress. He commented that the SAR is not a 
perfect document because it is written for too many users, 
The reports must satisfy Congress and its oversight role, 
ada@eit must satisfy the analysts and their quantitative 
role. Without the detail, CBO cannot perform their function 
for Congress. [Ref. 13] 

However, the interviewee felt that the SAR and UCR 
were the best documents available. They provide total 
program and cost variance information. 

The largest problem with the SAR and UCR is that 
they do not match with other cost information that is 
provided by DoD. For example, the SARK will differ from 
Come resstoOnal Data oneets, whieh are partwof the budget 
iicstiiacaelOneand support tne President s Budget to Con- 
gress. This can be caused by changes in assumptions, 
SucimacmipieacidOn weer COMmpuLetIOn Errors in the program 


OifieCiein 


6 3 


He concurred that the cost variance categories are 
not always clear. They do not highlight cost overruns and 
they do not indicate trends in cost growth in any given 
area. .The PMs can disguise many problems withinethe Seven 
cost variance categories. 

The interviewee discussed the background for the 


FY86 legislation. OSD made reductions in the SAR submission 


in 1983 without discussing the changes with CBO and GAO. 
OSD said they were making the changes to save time. 
However, the perception was that DoD was attempting to 
limit information to Congress. The result was that CBO and 
GAO convinced Congress to require all the original informa- 
tion and add production rate and operational/suppport data 
also. By asking for recommendations from all relevant 
parties, Congress hoped to resolve the problems with the 
SAR and UCR submissions. 

The interviewee made some general comments that 
cOincided with previous recommendations made by PMs, 
SECNAV, OSD, and the Congressional staffer. He recommended 
automation to streamline the administrative process of 
submittingwthe SAR and UCR.@ IL woulda reduce the irustravuon 
level in updating such detailed accounting data and provide 
a standard format for all Services to use. He recommended 
deleting unnecessary and repetitive data. As data become 


Irrelevant, 20 Sieulae .evGeterea 
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The CBO report to Congress contained several 
recommendations which would improve the completeness, 
usefulness, accuracy and timeliness of the SAR and UCR. 
PRenewlp. 4] 

The SARs have excluded certain costs which should be 
considered part of the total system. For example, the 


December 1984 SAR excluded costs for the MX Missile (to 


develop flight test missiles, purchase all equipment for 
flight testing and research of base missiles totalling $4.6 
billion) and the M-l1 Tank (research and development costs 
for gun Paneneenent and armor-piercing cartridge development 
totalling $1.8 billion). The amounts were found by compar- 
ing the estimates in the SARs with footnotes in old SARs, 
and the Congressional Data Sheets and RDT&E Descriptive 
Summaries. Because such costs directly relate to the 
weapon system and are normally included in the SAR estimate 
for other weapons, the excluded costs should have been in 
the SAR for the MX Missile and M-l1 Tank. [Ref. 11: op. 5] 
Currently the SARs reflect the Navy ship programs 
Oy = cihouc d= tne FivE.  Itney dO not contain total system 
cost through the expected life of the program, as required 
by the SAR instructions. The Congressional Data Sneets for 
tre Trident II Submarine, SSN-21 Submarine, SSN-688 Subma- 
rine and DDG=-51 Destroyer contain $2.4 billion in advance 
Daottipement f[UnNdS fOr Ships to be procured in fiscal years 


peyond the FYDP, but the SAR coes not reflect that cost. Te 


o> 


be consistent eine ssAke for Ship proc ransee OU) ome ode an 
total program costs. [Ref. ll:p. 5] 

The estimates in the SARs do not represent the 
current Administration budget. For example, on May 3, 
1984, the Administration revised the budget submitted in 
February for fiscal year 1985. The revisions were not 


included in the SARs until a year later with the annual 
report. These changes could have been provided in the SARs 


to Congress on July 30, 1984 with a quarterly report. 
Therefore, cost estimates should be updated to reflect 
Significant changes in estimates or policies Pelkat i not 
the annual budget approval. [Ref. ll:p. 7] 

Unit cost threshold breaches of more than 15 
percent above the baseline estimate of a given year were 
estaplished in 1981 when inflation was much higher than it 
is now. The thresholds should be reconsidered, according 
to CBO, to reflect the decline in aGnflation rates et oa 
program estimate grew at a rate of 15 percent each year, 
the estimate would double in five years, quadruple in 10 
years, and never exceed the thresholds for reporting unit 
costs. CBO recommended that Ghesenwesnolay be sic ieRedme carne 
percent or more, tosmeflect exception reporting Bieiaes ae 
cant cOSt growth... [ Ref. 1 ieee | 

The December SARS are submitted to Gene ness Si mmico 
Stages, an advance copy 30 days after submission of tne 


President's budget and a final everson ier gai Oday cece 


the preliminary submission. The advance SARS are often 
changed as a result of DoD and Service reviews of the data. 
Therefore, any analysis of the advance SARs has to be 
redone when the final versions are released. The inter- 
viewee recommended that the preliminary report be deleted 
and only a final copy be submitted 45 days after the 


Mecsiaent'’s budget. (Ref. 11:p. 10] 
The interviewee felt that the CBO would not become 


involved with the Acquisition Strategy Report. Therefore, 
ne provided no comments on its use or potential change. 
5. General Accounting Office 

The General Accounting Office (GAO) perceives the 
SAR and UCR as largely historical documents based on the 
Sioucial approved program, (hus, they do not reflect 
eo LDaLeae COSLCeCStliieee Changes or show quantity changes 
Umger consideration, 

The GAO uses the SAR and UCR in their auditing 
MiNMG re Lote! OmeCONneress etna toial role, they would like to 
have more insight into the planning and decision-making 
process of DoD. Accordingly, they promote prospective 
iimeomiatlon tOmlnecludedeinsthe SARS .and UCRs. 

Pimeomenh meron mELomConeress in response to tne FY86 
Pension mole ieccemmcncodmchatslODeGuiisolose tne total 
Huimoer Of UunlUS 1091s Considering for a program bysprovidinzg 
amr egimnelLeownenotmarenumoer Ms differenteirom the approved 


PuearanmmrepOortved im, tne o2R., UCKs Should disclose any 


| 


anticipated cost growth that has not been included in the 
latest officially approved estimates. [Ref. 14:p. 2] 

DoD maintains that such estimates are likely to change and 
that several estimates related to the same anticipated 
change may exist within DoD at the same time. GAO suggested 
that DoD continue to report the approved program but 
provide a narrative section which describes matters under 
consideration which are likely to result in seen reant 
cost, schedule, or quantivy "ehangées. Inls wouradmpn ove 
Congress with a better perspective on how firm the official 
approved epeeran estimarce are. (Ref. l4:p. 2] 

GAO made three recommendations which would clarify 
the presentation of data. First, they suggested using 
graphs to display SAR data elements, such as total program 
Costs; program unit cost, anemvotal program quanvl ey elec 
graphs would surface trends, tdenvily mwavvrers secourerne 
attention, and make the SAR easier to understand and use. 

Second, GAO recommended using cost-quantity curves 
to track unit cost changes for authorized and funded untes 
to measure current cost estimates against baseline esti- 
mates. 

Third, GAO recommended developing program summaries 
that would provide a program overview that 1s readily 
understandable in revealing whether a project is on schedule 


and witnin its baseline cost estimate. [Ref. 14:p. 2] 
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All these recommendations are based on making the 
analytical data easier to use and understand. GAO believes 
that there is a need to undertake a long-term effort to 
Overhaul the Federal Government's financial management 
systems to correct many problems that characterize not only 
the SARs but other financial management systems within the 
Government. [{Ref. l4:p. 2] 

GAO, like the CBO, will not become involved with 
MicmiceilsitlOn ouretegyenheporc. fherefore, it will not be 


piemessed liv cals pOmrL1on of Lhe thesis. 


B. SUMMARY 

This chapter reviewed the various uses of the SAR, UCR 
and Acquisition Strategy Report prepared by DoD. The PM 
uses tne SARs and UCRs as ready references and the acquisi- 
tion plan as a statement of objectives and on agreement 
With management. SECDEF also uses the SARS and UCRs as 
ready references and SECNAV uses the acquisition plan as a 
control document to ensure compliance with CICA. Congress 
uses the SARS and UCRS as oversight documents after tney 
have been synthesized and generalized. Congress will also 
use the Acquisition Strategy Report as a compliance document 
for ennanced competition. Tne CBO and GAO, as the analyti- 
cal non-management arms of Congress, use the SARS and UCKs 
fOr analytical purposes and to answer "wnat if" questions 


from Congress. 
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Each user group had different problems and recommenda- 
tions for improving the reports. However, there are some 
common links between these problems and recommendations. 
These commonalities as well as unique issues will be 


analyzed in Chapter IV. 
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Vee eal Heel oS 


A. INTRODUCTION 
This chapter will analyze the research data that have 
been gathered from current literature, legislation and 


personal interviews relative to the SAR, UCR, and Acquisi- 


Cion Strategy Report. 

fin reviewing the acquisition process, the researcher 
found that the PM faces many choices and risks. For 
example, the PM must decide whether to use concurrency with 
secumucal andwoperational evaluation testing, whether to 
use organic or inorganic maintenance philosophies, determine 
whether cost and schedule estimates are valid, or whether 
MiemcomtLacthon's pertormance capabilities are under or 
Piemoralbcad.seill these Cholces can impact the program 
metatilve to Cost, Sscaedule or performance. 

Sacco moOnecimanicalyem@omomes tne =acGuisition and budget 
Preceso, cme mesecaremer found that there are certain 
CevinmotomenetiatecemMene systems instituted within the 
Federal Government whicn alert management to problems. Tne 
demo LlommprocCeoomaaa milestone decisions; nowever, they 
are infrequent considering tne 20 year average acquisition 
eyele. ) ine DUazeL preecess uses annual funding approvals, 
Due mom CO eanamier DPSGdoenots provide aypicture of total 


Peet comme os bo Or ateeaasesswens Of tne oOrogr aim. 
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the SAR provides management reporting from a baseline 
and projects total programmeosts , "ower the repongeromcemai 
dered by some users to be voluminous and too detailed. The 
UCR provides cost growth on an exception basis, but the 
threshold is thought by users to be either too high or too 
low. The Acquisition Strategy Report is generally thought 


of by users as a compliance report for enhanced competition. 


All of the reports listed above provide DoD management 
and Congress with information on the progress of the weapon 
system. The researcher observed that there are common and 
unique problems associated with generating and using the 
various reports submitted to Congress. These problems and 
issues are presented and analyzed in the sections that 


follow. 


B. [HES SA Ree NiD UG 
l. Diverse Interests 
The SARS are status reports from the Department of 
Defense to the Congress on major acquisition programs. The 
reports include each program manager's best estimate of key 
cost, schedule and technical intermattensirem the reg wan 
Tney provide a basis for comparing current estimates with 
earlier planning, development, of pregduclCion vescuiiaces. 
Based on the researcher's feview of theweurrenc 
legislature, Signifleant IWmeredses in budge cman cic eee ae 


outlays for defense investment programs in the President's 


lee 


bude etsmiave Drougnt increasing Congressional concern about 
cost overruns in the acquisition of weapon systems. One of 
the more comprehensive sources of data on the costs of major 
MeesOgmoy seems sis eene SARS) ine exception report, the 

UCR, alerts Congress to a certain level of cost growth. 
Reasons for the increases in cost include program stretch- 
outs, quantity reductions, management problems, inefficient 
production rates, and engineering changes. 

The SARs are useful to the Congress only to the 
extent that they contain information relevant to Congres- 
sional interests. Specifically, the oversight committees 
of the Congress have expressed interest in the cost growth 
of major programs, adherence to acquisition schedules, and 
technical performance. The researcher observed that 
Congress uses the SAR and UCR information only after 
Stonirioent synthesise by =the CBO: 

Tne SAR and UCK, therefore are provided to two 
groups witn different needs. The Congress uses the SAR and 
UCR fOr OVerSiznt purposes and as a political hammer during 
tie budget orocess. The CBO uses the SAR and UCR as a 
research tool to analyze alternatives relative to choices 
oetween weapon systems. 

There are other groups tnat use tne SAR and UCR 
ioe ce lOnwelGelsmewOorunwnile Lo analyze tnelir needs and 


Door massoe sa teOe Ty eonerdting whe report iniorinmation. 
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The PMS use the reports aS a ready reference for 
Congressional inquiries. They do not use it as a management 
tool or a decision document. The PM spends much time 
developing the acquisition strategy and preparing submis- 
Slons for the acquisition process and bUdget process. 

He must attend hearings before Congress and defend his 
program for each budget year. 

As the program develops, contractors provide status 
reports to the PM on technical” progress, wcemedqume and 
funds expenditure through design reviews, progress reports 
and Cost/Schedule Control Systems reports. 

The researcher observed that the PM generates 
information contained in the SAR and UCR through existing 
documents in the acquaSition preecess, DudzZetyprocesorand 
contractor progress reports. Also, data are updated annually 
as tne program passes throughmacquisieionem1 les caneccuc 
develops new funding eStimates for the FYDP. The SAR fixes 
a baseline when the program is deSignated aS a major weapon 
system, and that baseline can only be changed with approvals 
as the syStem achieves acquisition milestones. Therefore, 
the SAR contains data from an hnistorical perspective and 
from a future perspective. 

SECNAV and SECDEF have authority to make decisions 
during tne acquisition process and control funding througn 


the POM process. Tney require summary data and an 


eossecssmenleeor the System to determine how well the system 
PomerqmecredsbO, Satisfy l1ts omission: 

SECNAV and SECDEF are concerned with resource 
eliccavicvpmcopcclaliyeinmtnese times of a reduced defense 
budget. The SAR and UCR are too detailed for SECNAV and 
SECDEF to use in their decision process. However, they do 
oecmememrCPpOrPe TOuMmonw tor program orogress. The acquisition 
Milestone documents come infrequently (considering a 20 
year average cycle) and the budget process only covers a 
wevervear Oro ;eCtron. 

As ene noes COneeeos USes CHC voAR and UCR only 
Mee teree tas Meet wate nay synthesized by someone’ else, 
CmeM@crecic Staits Of ClO.  —fC provides too much detail for 
aeaemerallzed review or etne weapon syscern. Congress needs 
Saou Order tO yprlorivize budget decisions and to evaluate 
WetmepebD 1S MaWaging itSelf. With the thrust for enhanced 
Spe Cielo oenereos al Sommneedsoe co assure compliance with 
Chie. 

The researcher observed that tne CBO is the prinrary 
user of the SAR and UCnh. They use the cost data to answer 
wien waviese HoOnset pom CcOnzress and to recreate the FYDP, 
SgeewcONZresSegmes Mee receive ene detailed Support data 
(wom LOD, = nOWever. cCNe = onn can oc Inconsistent with tne 
Peesiaenu's BUGZeUNandsConesressional Data Sheets. Because 
CHewemere CONti@eseeeb” cennoy rely totally on the SAR and 


flee emu eee Yr feseal cle in Order tTOMWeritry some of the cost 


fee 


information. Their primary interest is cost data which is 
available through support documenvaviren in tne budger 
existing program management documentation, and contractor 
progress reports. 

GAO is alyso interestedwin scost@information Wn the 
SAR; however they also want insight into the planning and 


Projections of DoD. They require quantitative information 


and also overview or summary information in order to 

perform their auditing role for Congress., They prefer 
Pictorial presentations, such as graphs, costequantity 
curves ®Or ssummary SNeCeClLS SM Order tems cemenecnase in yop 
management of weapon systems. The researcher observed that 
this summary concept would coincide withwenerCongressiona 
oversight role. However, GAO's demand for management and 
internal decision documentation is contrary to tne decentra- 
Lization concept withinwvor. 

In summary, Congress uses the reports only after 
they have been highly synthesized. CBO uses the cost data 
for very detailed analysis, bDuiithe)y Saundmcent stecs sand 
omissions and must verify data from otner sources. GAO 
prefers more insight intosthe .decusi onmenocesseand megan 
data through pictorial presentarions. seesecdmcimrac.- 
differing interestsgmtne researchermobsery Cumee nic aes 
difficult for DoD management and Congress to decide wnat 
information snould be included in the SAR and to what 


detail. Tne SARS Must be Short enoutcn PoOmeema oes ven 
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people who have little time to review them and yet they 
should present complete and accurate data which is not 
misleading. 
e. . Rebevaney of the Data 
The SAR and UCR contain very detailed data. The 
researcher observed that most users felt it could be 


Streamlined or reduced to some degree. 


Over the 19 years of its existence, the SAR has 
become larger and more detailed. It has been "additive" 
rather than changed. DoD originally designed the SAR to 
BepOrulOn EMenprogress lmemeeting designated costy, schedule 
and performance targets of a program, to focus management 
attention primarily on changes to the Giloneeecndestomila 2 hilight 
predemes Of =progran thnresmolds. =) However. the SAR is now 
used by several groups with different requirements. fhe 
researcher found that users felt the SAR is very informa- 
Ceo Out TS ediLitiTMeu Rito mneadmanG too complex... There is 
always tne argument regarding now much detail to disclose; 
there is tne problem of determining what the numbers should 
1 niceleames | 

There 1s a natural tendency for DoD and PMs tc 
"Cighnten up" when Congress asks questions about a program. 
However, the researcner found tnat Congress appreciated 
nonesty, truthfulness and factual information. The impres- 


sion received from Congressional staffs was tne more 


en 


Congress Knows about a program, the more they will tend 
to support the PM. 

When OSD made their major reductions to the SAR 
submission in 1983, it was perceived as limiting informa- 
tion to Congress. The reaction from Congress was to require 
all of the original information, add further requirements, 
and impose the requirements statutorily. Rather than review 
the report, the SAR and UCR were legislated in total. The 
incident in 1985 is another example of the additive nature 
of Government reports, rather than an objective evaluation 
Oreene ctor 

The researcher found after reviewing the SAR that 
information in the SAR is repetitive. Data are not deleted 
aS a syStem progresses through tne acquisittronepreecss.. eine 
SAR must address the system from day of origin and "rehasn" 
that information with each report. Data can become irrele- 
vant, such as early testing information when a program is 
welleinto production 

Baselines are established with the initial SAR. 

A daseline can only change as the system progresses into 
another acquisition phase. even then, updating the baseline 
may be denied. The PM must extrapolate new cost, schedule 
and performance data from old baselines, making his job that 
much harder. AS a@ result, Current vase lines ie ae cee 
consistent with acquisition documents and budget submis- 


S1ons. 
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Timing of the data is very relevant. Tne SAR is 
required when a system is designated as a major weapon 
Syovctmemwomen can OCCUr aU any point in the acquisition 
PmOcc owe oCicral ly, ene SAK Vis prepered at Milestone II 
when production cost information is available. Inter- 
viewees in OSD recommended that the SAR be provided no 


earlier than Milestone II, since data are ill-defined and 


Subject to change. The Congressional staff member recom- 
mended that the SAR be delayed until after Milestone O for 
Similar reasons. 

Another problem identified by interviewees from DoD 
regarding SAR data is the fact tnat unit costs include 
Gevex,opmenec as well as™production costs. By dividing the 
tour program COSsts, Imcluding the researcn and non=recur- 
BEteCOsts, Oy aene mumOer Of Units, there is a distorted 
View of the cost to produce each weapon system. The 
researcher obdserved that DoD personnel felt tnat unit costs 
Siecmamoniy consider production costs; since program 
development costs can vary so much from system-to-e-systen. 

[Leena DOolieweencerni ing = relevancy of data is the 
level of various thresholds. The Congressional staffer 
Suggested that Congress should view the SAR as an exception 
nepoOn Ul, bet reaswienever taere 15 a Signifteant Variance 
DHOUmOier  ialeecstimaves.e [Nis CoOlncides with the Packara 


Commission recommendation for daselining. However, tne 


ea 


appropriate threshold would be ditiicult ctosdeiinie Tiere rm- 
of sijgmiticant. 

The quarterly report threshold is five percent 
change in total program costs or a three-month change in any 
schedule milestone. OSD recommended the thresholds be 
changed to 10 percent and six months, respectively. These 
thresholds would match DSARC thresholds where the DSARC 
chair must be notified and a potential management review be 
performed. 

The UCR is required when there is a 15 percent 
increase in unit costs on @ mag@r contract. “hewever. thus 
percentage does not differentiate between cost growth due to 
inflation, increasedmacope. =o: change orders within the 
scope of the program. The CBO would like to see this 
threshold lowered to ten percent, since it can be adjusted 
annually, rather than over the life of the program. 

Both the SAR quarterly reports and the UCR are 
suomitted in breach situations. The UCR is developed from 
information contained in Section 12 of the SAR. The 
researcher observed that the exception reports could be 
combined, streamlining the adminis teativie eit Ont mtiicw 
and still provide Con2ress Witimicticeso tea joe deme 

3. wAkcoeuracy 

Tne researcher obdserved that there are problems 

with interpreting cOst veriance caveroriecs re uicone toe mie 


metnoas in preparing the reports due to a Lack of tralian. 
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and a failure to update the SAR to coincide with the 
approved budget. 

The PMs have a difficult time categorizing changes 
iP hoch aii COstS Into Liemsecyvenmeoitegories outlined in the 
SAR. As a result, they may apply costs to an area that is 
not appropriate. They also become creative accountants 


trying to make the numbers fit. 


The PMs pointed out that there is a tremendous 
learning time required in order to prepare the SAR. Also, 
over 100 program offices each prepare the SAR. OSD stated 
that they spend time correcting tabular errors before the 
Sanuets SUDMIitted to Congress. Ihe researcher observed that 
there are many opportunities for mathematical and interpre- 
wl VCmcinigCn oul OROc Cline McercepDOnRtawithwsoamany offices 
Deemarineg the seport. 

Meeordingstonthe C80. thegsak can be inconsistent 
TReQmOUlr ces UusrepOrts. such as “the Conzressional Data 
Sheets. The SAR omits relevant costs, like the examples 
given for tne MX Missile and tne M-1l Tank. Because of 
normal personnel turnover, the researcher found that the SAR 
is prepared by people who may not be totally familiar witn 
Wesmecnp Lex ibaess 

NeecereenevCmeol. tmemaervices differ@in their 
Dimeric rOohanomeomphepare Pils and tneir stafis to 
oroperly develop the SAR. Tne Air Force has an extensive 


Sen Per meoGO- Can welnolUdIineg a WOrksSnOp Lhat iS given to eacu 


PM. Navy and Army personnel are trained on the joo, 
Because of this lack of central training,  vaemoAR wean 
contain errors in mathematical computations and interpreta- 
tions Of (COSt Variances cavemenues. 

According to the CBO, the SARs are not consistent 
With the approved budget. The SARs must match the Presi- 


dent's budget when it is submitted in February. However, 


the SAR is not updated to match the final budget until the 
next annual SAR submission. Thus, agencies like the CBO 
have conflicting data from DoD. This can create a percep- 
Cion of confusion and mismanagement by DoD. 
4. Automation 

The reports demand accuracy and completeness, since 
they are submitted to one of the highest léevelseviciin 
Government. OSD, which administers the reports. is scen— 
cerned with ensuring that the reports are complete and 
follow the prescribed formats” Thaw 2s dit ficult waenese 
many different people at different experience levels are 
preparing the reports. “Mme prelimi  reeerts Tyeleal, 
contdin errors 1m COMpUUatIens, eniimecwmenise sce Ceimpcewed 
within avery short timeframe. 

Currently, there is no uniform hardware or software 
computer system that standardizes report processing. 
The PMs addressed the advantage of automation in updating 
cost information and preparing a consistent oma, so 2D 


acknowledged automation would help in coordinating all the 


PeVeres eo eedisecuoscd tne wadvantage Of automation in 
PROovidiie miata WalClr matches obner cost data reports 
provided by DoD. However, a system has not been instituted 
which woyld automate the SAR and UCR for all services. 

Funds have been offered by Congress to automate the 
SAR. That offer was made to ease report generation. By 
making the PM's job easier, Congress would get better data 
and more acceptance of the reporting requirement. 

5. Time of Submission 

The users had mixed comments about tne required due 
daves for the SAR and UCK. The PMs felt their time was 
compressed because of the various fmianagement layers the SAR 
GuemeUGR MUSLT ZGOwcaroushe befOre reaching Congress. OSD has 
a tiajor coordination effort from over 100 different program 
offices. They stated that they do meet the SAR deadline. 
However, they felt if graphs were required tney would not 
Pome LOutiave=eacier nm ecolnrecteeraphs dn time to meet the 
due date. They did request that the UCR scnedule be 
redefined as seven working days rather than seven calendar 
days. 

Tne CBO recommended tnat tne preliminary SAR be 
deleted since it is usually cnanged and repiaced within 30 
days by tne final report. Iney also recommended the final 
Gg eClmemc ems eeecdal> days earlier. 

PewepesecnecormooschVvedmenauecne Pris and OSD are 


Germ ewerche!yY Cigar deadlines, consSicering tne numoer of 


different program offices involved, the lack of automation 
and the sheer size and complexity of the SAR and UCR. 
6. Pictorial and Summary Data 

. The researcher found the SAR and UCR to be a report 
of primarily numbers. Currently, the SAR and UCR contain 
no graphics or charts. GAO has maintained for many years 
that the SAR should provide graphs and summary data to make 
tne information easier to use and understand. 

OSD has rejected the idea of graphics. Since the 
SAR is prepared by approximately 100 different program 
offices rather than a central functions eensutange Un tommy 
and accuracy would be nearly impossible. Errors in graphics 
would require correctlonmby the orig inavinescihice-mand 
this could not be done within the present =cimelranes. 

The researcher has found that the analytical arms 
of Congress, CBO and GAO are accustomed to preparing 
summary level ecnarting, where PMs and Ded normaliyeerocvige 
detailed numerical data. Therefore, the PMs would be 
Submitting data in a format Unfammiian eto cnet addr aro 
the learning process at the program office level. Also, 
Summary data can tend to be conclusionary in nature. Tne 
PMs, if providing summary *statUsmon euneir programs woudd 
tend to report in a complimenvary ficue, wale gaia 


Iiaten observations by the analytical groups Vienne eneress. 


7. Reporting Potential Program Changes 

GAO has recommended that the SAR reflect antici- 
Daecdeeeuemmen yet Cificially approved cost estimate changes 
Or changes in Guan titieas. Under consideration. DoD continues 
to disagree with any requirement to disclose options being 
considered during internal decision-making processes such 
Sommer bo or DSARG» ssuen items are reported when final 
iecioretseare made, = oucwea Cems =are Likely to change, 
HecordinelLoO VOD mand sunere may bemseveral estimates efor 
the same change. GAO suggested providing the information 
With a footnote ane Wpdating Witmeecach submission. 

The researcher observed that the SAR and UCR 
contain many explanatory notes already and data in tne SAR 
Nomsoubyect tovsevctalbudgetcary andwemilestone updates with 


eacn suomissicn. 


were PACOULTS FPLPONmStTRATEGY “REPORT 

i WemacdUmsmiebomems i eoreeyeconsigers Lhe weapon system in 
tne acquisition process from cradle to grave. The acquisi- 
Pomp san eehovltGesmoojeemwmesS ahduaa methnoa of action for a 
total system or a specific segment of that system. The 
Soevis lelonmwoldneemomiueecrial tc DoD and 1S updated as tne 
Seem pr OC ress comenmcuci Lhe acquismtion milestones. 

Piemecgde Mac heOMmepl an 1s a COnurel document for the Ph. 
Pee oCtemene oC wiemeeemmellc SYSTEM and can woe considered a 


Cour d@ee te ectWeCN theerH anc management to cevelop and 


CO 
SoH 


produce a weapon system. If used properly, it can provide 
program stability for coOsty = scneetumem and per pom mere 
parameters. 

SECNAV and SECDEF are using the acquisition plan as a 
compliance document, to ensure that enhanced competition 
provides reduced costs. Because of Congressional concern 
over program cost growth and emphasis on competition, a 
report is now required from the SECDEF to Congress relative 
to using multiple sources in FSED and@Production and 
Deployment. 

As shown above, the acquisition plan is used as a 
control document and a compliance document. The researcher 
observed that the acquisition plan has the potential of 
OLTNerReUsSeS WiIlThInMiie Pace uatscerr TOnmpieceess. 

SECNAV is compiling information relative to acquisition 
plan submission and compliance with CICA. The acquisition 
plan could become a data base for statistical major weapon 
system acquisition inforriatvionwemeowedvocaves discover 
SECNAV's data base, they may request that information be 
COMpiledwmor thelr iunevienaimagecd 

The acquisition plan has become additive since its 
inception. The FAR added to the content, and the Services 
have expanded coverage and lowered thresholds. AS a 
rest@it, the plan is longer and is required Mog momr- ee (ec 
plan covers buSiness as well as technical @ecemsrons: 


However, SECNAV is placing more empnasis on the business 


Meee owe wowmoin@e es reCnMicCal Gecilsions, such as CteSting, are 
Pevenecsimecredcer detdllein, otner documents, €.g.; the Test 
and Evaluation Master Plan. However, the plan currently 
requires,a complete discussion of all technical and business 
aspects of the system. SECNAV may have a difficult time 
convincing the technical advocates to reduce or delete 
coverage in their functional area. 

Congress does not receive a copy of the acquisition 
Pei nln cle Mew tee toraulow, caey will receive a report 
ieotieoroDer relative teweompetition in FSED and Production. 
That report will most likely be extracted from the acquisi- 
tion plan. Most people interviewed felt that the intent of 
Congress was not to receive the sinepue wo rcee lve 
Boeurance thaw DeUwis Cemplying with CICA. Therefore, they 
fa eio woven olaclat see lany would become Legistated. 
However, if this should happen, the plan would probably 
become vague and contain conditions and caveats. 

The staffs felt that the plan was too detailed and 
sophisticated (é€.g., acquisition language) for use by 
COpe bess ee Ole Gesomilecdsns/NeMmesized data for its oversilghe 
noe. (Me ACCUdsiUlon otrategzy Report will provide summary 
oreo Conc McUnCmecmemCe Gd —COIDetTI Tien will reduce prozram 
COsics . 

Tne researcner observed that DoD does not always provide 
(oe oad COnplewen I nTOrhaul@ne coe Congress. AS a result, 


CONe yee oees a Leomeatvad smweguirements and requires tneir 


ty 


Of 


non-management agencies, CBO or GAO, to synthesize the data 
for them. DoD will have to avoid the tendency to be vague 
with Congress when submitting the Acquisition Strategy 


Report. 


C. SAR/ACQUISITION STRATEGY REPORT SIMILARITIES 


There are several similarities in ethewevomu tion 


generation and use,of the SAR and acquisition strategy. 

Both reports were originally developed for internal DoD 
management control purposes. The SAR is now required by law 
and has been an item of conflict for several years. 

The acquisition plan has remained internal to DoD until the 
FY86 Authorization Act, which requires a compliance report 
extractedufrom, thewpod ane 

Both the SAR and the acquisition plan have become 
additive since inception, through regulation or legislavion, 
Information is required fom sadvocatesmor fumetiona eagoace 
analysts for quantitative reviews, and auditors for projec- 
tions. Neither report has been reviewed for streamlining 
OR SCOnSOi5i da tao. 

The SAR is an historical document, with minimal assess- 
ment data. The acquisition plan isea prospective wdocunenc. 
However, bota documents Contain data that appear evombececone 
unnecesSary as the system evolves. 

Congress is interested in how well DoD manages its 


total resources. The SAR provides total program cost, 


Oo 
CO 


scnedule and performance information. The acquisition plan 
provides total program planning from cradle to grave. With 
these two documents, Congress can gain insight into DoD 
program management. However, based on interviews, both 


reports are too complex for Congress to use as submitted. 


D. SUMMARY 

This chapter has reviewed issues and problems associated 
with generating and using the SAR, UCR and Acquisition 
Strategy Report. General observations nave been made 
relative to the diverse interests, relevance and accuracy of 
Gatermmand auctomatwen of tnhewsAR and UCR. The a@quisition 
plan has been evaluated as far as itS Current use aS a 
control document and potential use as a data base and 
legislative report. Similarities between the SAR and 
acquisition plan were addressed. Chapter V will provide 
conclusions and recommendations based on tne analysis in 


Baas Chapter. 


CoO 
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V. CONCLUSIONS AND RECOMMENDATIONS 


A. CONCLUSIONS 
The following conclusions were developed as a result of 
Une reseakven ec imenarr, 
Iheree ys othe ocumentat) ha ides management 
susstye elton to the level ofidetaj) or jn thems ornieasmerne on 
The SAR provides historical data an prospective data 
for the total program. Cost, schedule and performance 
goals are defined and monitored. Management is made aware 
of cost growth, schedule slippage and poor performance 
through routine and exception repereinen Without the 
reporting systems Congress would not be able to judge DoD's 
managementesysaven. Also, there would be little incentive 
for the PM to report negative results or interservice 
rivalry. 

Congressmen and their staffs do not use the data from 


the SAR and UCR as it is submitted. 





Congress needs highly synthesizedwdaras Geaneag shee ae 
State In order to perform their™oversizht rolev = ine vee 
and GAO, the non-management arms of Congress, perform 
analysis and genéralizaticns of tne data in recommendin, 


alternatives f0On OudgeU spn seme zecwon, 


inconsistent or inaccurate. 

The SAR has become additive and also requires "rehash- 
ing’ ~intormation from the initialization of the program. 
Baselines are not current with other documents in the 
acquisition or budget process. Costs do not match with 


Other reports from DoD, such as the Congressional Data 


Sneets. Cost variances are difficult to categorize and 
Cneeumagewcreative accountings 

The SAR and UCR are not automated under one standardized 
eomputer package. 

The PMS prepare the SAR or UCR uSing their own programs 
Ommusing noe auteomaticonwat all. This adds time and confu- 
sions when over 100 program managers are submitting the 
BenGints toxnOSD., 
dupe renteinteres bss 

PoOmsress Needs —SynumesizZed dava in order to perform 
PlceipmOmechstoitceTO CurOmehsuUremethal public funds are spent 
Pegeci yang Croiclenvi. SECNAV and SECDEF, as the 
Clete neeoom ome Clima cCapOnesys temuin tTChesacquisition 
mmeocessS sand PPES, require assessment data to prioritize 
Pe sOunpeec see UmanemG On require detailed cost information 
ie Or (epmmerouC EO UmMacmanaay biceale-support to Congress. 

Desd@enlni:s One sOutTpUL LO meet Tne needs of several users 


 Pemomeeomseoncedsmismamet pracuzeal. 
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Data in the SAR and UCRAA£® submetteds priors los iperestone 
Il_ are too ill-defined and are too e ised to be 
applicably used. 

The SAR must be submitted for a system whenever it is 
designated as a major weapon system. This can occur at any 
time during the acquisition process. Weapon system documen- 
tation prior to Milestone II does not contain production 
cost estimates or well-defined program data. 

it is not necessary to have two separate exception 
reports for breach of thresholds. 

The UCR and SAR Quarterly Exception Reports are both 
submitted when there has been a breach of cost growth. 

Botn reports are provided to the same users. 

The Acquisition Strategy Report is provided for compli- 
ance with existing competitChpon begishatien and wild probanly 
not be expanded. 

Tne Acquisition Strategy Report will provide an assur- 
ance to Congress that DoD is pursuing competitive practices 
wnenever practicable. The philosophy is tnat enhanced 
competition will reduce weapons, s Gemmecs cs cen oom 
which is extracted from the acquisition plan, will address 
the intent of DoD to apply tne philosophy to weapon systems 
acquisition. Ihe acquisition olan wis aydecumen tetaareers 
acquisition-specific and beyond Congressional neecs. 


Breacn thresholds should be evaluated for a more 





I 
I} 
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appropriate level. This wousageinc ude Uiemeg seed iGmscume: 





oa 


Uireshomemror tmembOtalsprovram cost within the SAK and the 
weapon system unit cost within the UCR. 

The five percent threshold for breach of total program 
costs (requiring a quarterly SAR report) should be raised 
to ten percent to match DSARC thresholds for program 
review. The 15 percent annual change in unit cost (requir- 
ing a UCR) should be adjusted to reflect constant dollar 
Wmesniolds. Annual adjustment tomenresnolds based on 
projected inflation rates is unnecessarily complex. 

Graphics and summary data should be performed by CBO 


and GAO and not be made a part of the SAR or UCR. 
The CBO and GAQ, as analytical groups, are highly 


trained analysts who are familiar with graphics and chart- 
ing. tJdhey are also required by Congress to synthesize data 
and provide alternatives and recommendations. They would 
Oe better adle to analyze and Summarize data without the 
orejudicial viewpoint of the PHM. 

DOmwlLs CUrrencly NOU eegmeaeped wor strained to provide 
2eapieema tse lays eopeclamry f2ivenwene short timeframe for 
SUDmMiSS@en of the reports” 


fuer eet.  Copro-nameaala Spoula not be included in the 





SAR or WG. 
li VORP MoOroyedecasprescpecLivewdatamrelative to estimated 
COse cranees OF Guamelly Cmanzes, it would require more 


SepeemteilOngeand MOmemuigpdgaves for a report that is already 


overloaded witn explanations. The report as it 18S prepared 


Je 


today already is not updated often enough to suit CBO or 
GAO. The program office would not be able to accommodate 
the changes in the program that are initiated but never 
approved, Prospective data would only add to the confusion 


of too many numbers already. 


B. RECOMMENDATIONS 
The following recommendations are relevant for this 


research effort. 


The SAR shou e retained as a management repo b 
it ‘sire treamli cleared of inc Le a 
automated. 


The SAR provides a more timely update for program 
status than the acquisition milestone documentation and 
projects costs for the total program” tnhrougn productron@ane 
deployment. 

The SAR_atid UCR snovlea be rey leucarrererero leone. 
inconsistent or inaccurate data. 

Tne SAR and UCR should be reviewed to simplify and 
Streamline tne data, and avoid additive data. Irrelevant 
information should be deleted as the system progresses 
through the acquisition process] Extensive trata 
orozgrams should be instituted ateene OSD level wromear! 
Services in Order €o0 assureseGensisteney i erect ene 
reports. Inere should be a coneumRencesenmapp ry ieac ion mot 


tne cost variance @ategorres during tre™=@ Vrain. procran. 


gu 


The SAR and UCR should be automated to provide a 
central hardware and software package for all PMs fo use. 





Automat@ne the SAR and UCRewowldwreduce administrative 
efforts and provide consistency in report submission. 
AlSO, a graphicsmpackage coulds be?’ procured, with concurrence 
from CBO and GAO, that would satisfy their summary data 
requirements. 

The SAR should.not be required until after Milestone Il. 

Even though the legislation requires a SAR submission 
when a system has been designated as a major weapon system, 
the relevant and See DEOcmanmdacra docs ener occur until 
after Milestone II. Therefore, submitting any data earlier 
Viweemomly serve co Mave Comeress Imvolved prematurely. 


The UCR could be combined with the SAR Quarterly 





Remerus [or suommssion to Congress. 





Liew oh OuerwemlVmiceOOnRemeaulvged LOr a five percent 
bm@erea In, vOlal Proenam Costs, and the UCR, required for a 
ieee) CeMe oredchn in Wott Costs Could be combined under one 
eee PIOn Vw sepOmly SUOMI SStommoyvemune eu, This consolidation 
would reduce administrative efforts and still provide the 
SEX@et ul OumnOuUlLETcCauilon tO CoOnezress. 


The Acquisition Stratesy Report should remain as 








Vietmecimurceae (em e yOanSion Of report’ data. 





Tne Report meets the requirement of compliance certifi- 
Soren Ol. sha yeadadi tional Information would go beyond 


tnewseooe of CICA 


C. ANSWERS TO THE RESEARGH QUESTIONS 

The primary research question was: How are major 
weapom systems acquisition reponts amtiliaed by WGengress, 
and how might these reporting requirements be accomplished 
more efficiently and effectively? 


Congress utilizes the SAR in a highly syn@aeemzed: 
aggregated format in order to make budget decisions and 
evaluate DoD management. Congress uses the UCR as an 
exception report when costs of a program grow beyond an 
acceptable threshold. Congress uses the Acquisition 
Strategy Report to ensure compliance with competition 
initiatives. 

The sreporting requirements can be streamiainveodeavomrcduce 
repetitive, additive data. The reports could bescombined 
(e.g., the UCR and quarterly reports) to reduce administra- 
tive effort. The reports could be automated tombe none 
efimedent eandmoeonsis tent 

The subsidiary questions»swere: 

1. eWhat is the effect on these@evietocnent es ecxceutien 
and change of major weapon systems acquisition 
because of the reporting requirenents to Congress? 

The development eexecutionmandielanmemoi iia O mm ieapon 
systems acquisition as impactedmoy tne repomt iti Camm c— 
ments to Congress. With totale pnognanmecstseavaikaese Fo 
tnem, Congress can Bain Insishewinve Louw mana eens or 


resources. Congress can asw thelr analy UieaeeT oups sce 


\O 
On 


HvypetnesPeceanampmovide alternatives for budget decisions. 
Di tlOom@an Meruyeeprogram stability, mew starts and baselining 
are alf@eurrent issues which are evaluated through reports 
Submitted to Congress. 

The Acquisition Strategy Report is a compliance report 
and merely reinforces what is already being advocated 


Within DoD and the Military Services. Both SECNAV and 


SECDEF have initiated increased emphasis on competition in 
the early stages of the acquisition process. The Acquisi- 
tion Strategy Report confirms those initiatives to Congress. 


2. What are the major issues and policy decisions 
surrounding the reporting requirements? 


The SAR was originally developed by DoD as an internal 
control document. In 1967, Congress legislated the report 
as part of tneir oversight role. Because it was perceived 
EGcem DOD Wes UrymigecOnnlmit Iintormation to Congress with 
tneir mejor reductions in the 1983 SAR, Congress legislated 
the format of tne SAR and UCR and requested recommendations 
from all relevant parties to nake the SAR and UCR more 
efteetive. 

Tne UCR was created because Congress felt that the SAR 
RaomeCOO Olu wolio meen ccOenlze Waen a orogram was experi- 
SVcin we sip mit teamencesterowtm. In 1982 the Nunn=-MeCurdy 
Peoem@mele requlregmedie UCR as an exception report for 
Serptain oreacn Situations. 

Congress WantsS aSsurance tnat enhanced competition is 
Pe fener ocral Costs. wWitn tie FYSO Authorization Act, 


SH 


Congress required the Acquisition Strategy Report, to 
assure compliance by DoD with competition initiatives. 


3. Are the reports in fact submitted, and are they 
timely and accurate? 


The reports, because they are legislated are submitted 
to Congress on time. However, they are not always accurate, 


Major programs have omissions in total costs; the reports 


are not consistent with the President's budget; and cost 
Variance a COOnes are misinterpret. 
4, Should the reports be enhanced or eliminated? 

Given the absence of the reports, there would be no 
measure of whether cost, schedule and performance parameters 
were correctly defined, or that overruns, slipgage @r poor 
performance were brought to higher management for correc- 
tion. Therefore, the reports should not be eliminated, 
Since there are no other systems that would perform the 
management reporting function. They could be enhanced by 
automation, summary data and graphical displays. 

The Acquisition Strategy Report need not be enhanced 
Since it is serving tne purpose of compliance with competi- 
tion initiatives. It could be eliminated as competition in 
the FSED phase of the acquisition becomes standard business 


practice. 


D. AREAS FOR PUR THER) Some 
Several items could warrant further researcn. They 
involve data computation, data presenlaulogeaia  torecomema. 
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The cost variance categories seen to be the most 
controversial item in the SAR. A separate study could be 
Sebiroricammo align the categories with programmatac problems 
Pn Gest egnowtn. 

GAO has recommended several times that the SAR contain 
graphical presentations and cost-quantity curves. A 


graphics package could be developed for PMs and OSD to 
utilize for preparing the SAR. 


The Acquisition Strategy Report involves a very small 
portion of the acquisition plan. However, the plan has 
Heeconewoddlvivemmyusterane Che SARS A séparave study could 


be performed to streamline tne acquisition plan, 
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